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FOREWORD 


The purpose of this special issue of Canadtan Farm Economics is to give 
the current outlook for the major farm commodities. These reports 
complement the information given at the Canadian Agricultural Outlook 
Conference in November, 1971. The analyses are based on information 


available prior to March 1, 1972. 


These reports are the result of joint efforts by outlook economists in 

the Economics Branch and product specialists in the Market Information 
Section and in the Production and Marketing Branch of the Canada Depart- 
ment of Agriculture. Acknowledgment is also given to the valuable co- 
operation of people in other departments of governments and their agencies, 
farm organizations and agribusiness groups, especially Industry, Trade 


and Commerce, Statistics Canada and the Canadian Dairy Commission. 


Drs, G.J% Dobson, Director, 
Marketing and Trade Division. 
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WHEAT 


J.o. Carmichael 


WORLD SITUATION AND OUTLOOK 


World Production and Supplies 1971-72 


Estimates of world production (excluding the Peoples' Republic of China) 
for 1971-72 indicate a record crop — 308 million metric tons (11.3 
billion bu), seven percent higher than in 1970-71. All main grain growing 
areas in the world contributed to the increase except the U.S.S.R. where 
production was estimated to be down five percent. The largest regional 
increase was in North America where larger acreage and better yields led 
to an.increase;:of.23 percent... In -the_E.E.€. and. Britain; there was_an 
Increase ox 1o percent. “In*India, high yielding varreties, copermputed 

to an increase of 15 percent over 1970 and resulted in discontinuation of 
all food grain imports on January 1, 1972. Australia and Argentina 
increased production to just over 300 million and 190 million bushels. 
These are sizeable crops in terms of 1970-71 production but still low 
relative to earlier years. Main drought areas during 1971-72 were Mexico 
and the Near East (including Iraq, Iran, and Afghanistan), but Turkey had 
a bumper crop. In the seven main exporting countries, production was up 
650 million bushels, more than offsetting a reduction of 580 million 


bushels in stocks. 


World export trade is expected to be divided among more countries in 1971-72. 
The E.E.C. will have larger quantities available for export. Also larger 
supplies are available in some small export countries including Turkey, 


Greece and Spain. World trade in wheat declined in the early months of 


1971-72 with exports to West Europe at little more than half the previous 
year. Britain's requirements for the year will likely be down one million 
tons, and the E,E.C.; 1.3 million. It appears rikely tat cic Uc ee wees 
be the main losing exporter, partly on account of dock strikes. Exports 
from the U.S.A. from July to December 1971, were down 22 percent from 1970. 
Of considerable significance in the total wheat sales picture has been 
Canada's sale to the U.S.S.R. of 3.5 million metric tons and to the Peoples' 
Republic of China of three million metric tons. Exports from peer ty 

and the U.S.S.R. appear likely to be down in 1971-72 with Argentina at 


about the same low level as in the previous year. 


In total, 1971-72 is a year of increasing production and decreasing export 


requirements. 


World Outlook for 1972-73 


Many uncertainties surround the balance between supply and demand in any 
given year 1972-73 is no exception. Some countries such as Canada, the 
United States and Australia have attempted to keep surplus under control 

in recent years, but there are indications that world surpluses may be re- 
building. Stocks of wheat in the seven main exporting countries are likely 
to increase by more than 200 million bushels to about 2.055 billion bushels 


by July 31, 1972 (1970-71 year end - 1.835 billion, 1969-70 2.422 billion). 


It is too early to have good indications of 1972-73 production. However, 
in the United States the first production forecast for the 1972 winter 
wheat crop indicates an 11 percent increase to almost 1.3 billion bushels. 
Spring wheat acreage this year may be lower because of incentives to 
increase "set-aside acreage"'’. First estimates of acreage were about 12 
million acres compared with 13 million acres last year. In France initial 
estimates indicated wheat acreage would be down by six percent. The U.S.S.R. 


has reported heavy winter kill on crops sown last fall. 


If, as appears probable, total world supplies in 1972-73 are higher than 
this year, the competitive climate prevailing this year will likely continue 
with prices not likely to be much different from current low levels. The 
possibilities of stockpiling in some countries could lead to some restraint 
in price cutting, but large world supplies would in any even work against 


price increases. 


CANADA 
Outlook for 1971-72 


Canadian wheat production in 1971 was estimated at 524 million bushels. 

Of this amount 14 million bushels was winter wheat and 60.5 million bushels 
was durum. Prairie production increased by more than 60 percent to 504 
million bushels from 1970. Production in 1970, LIFT year, was 312 million 
bushels. Stocks on July 31, 1971 were down for the first time since 1966-67. 
The billion bushel stocks were reduced by a quarter to 750 million bushels. 
Because of larger production, supplies were down from 1970 by only 70 
million bushels to 1,273 million bushels. Durum stocks at 60 million 
bushels, were down after two years of 80 or more million bushel stocks. 
Ontario winter wheat was down in 1971 to 14 million bushels compare to 15.6 


million the year before. 


Overseas clearances of wheat (excluding durum) half way through the crop 
year were 230 million bushels compared to 173 at the same time last year. 
In spite of the general downward trend in world exports, Canadian exports 
(not including durum) are likely to be about 65-70 million bushels more 
than last year and reach almost 450 million bushels. Large sales to the 
U.S.S.R. and more recently 118 million bushels to China, have formed a 
Significant part of the total. Exports of durum at 50 million bushels or 
more could mean total wheat exports of 500 million bushels. This level of 
exports has only been exceeded on three occasions, in 1963-64, 1965-66 

and 1966-67. On the other hand, domestic handlings by the Wheat Board 
during the first six months of the crop year, were several million bushels 


less than those during the same months the previous crop year. 


With the heavy supplies and reduced demand, international prices fell 
sharply in the late summer of 1971. Since then prices have remained 
Stable but at relatively low levels, averaging $1.65-$1.66 for Number 1 
C.W. Red Spring 14 percent basis in store Thunder Bay. Prices will likely 


Memain steady the rest ofthe -crop year: 


Durum wheat disposition for 1971-72, with 55 million bushels of exports 
and 20-25 million bushels for domestic use, will exceed 1971 disposition 


by almost 20 million bushels. 


The wheat flour outlook for the rest of 1971-72 is little changed from 
1970-71 with expected domestic utilization of 65 million bushels. Exports 
for the first five months of the crop year were a little higher than last 


year and could slightly exceed 25 million bushels. 


The outlook for disposition of the 1971 crop of 14 million bushels of 
Ontario winter wheat is for about nine million bushels to go into domestic 
food channels with the rest to exports, except for a small amount for feed 


and carryover. 


Total stocks of all wheat on July 31, 1972 could be down to about 600 


million bushels, about 150 million below the previous year. 


Outlook Canada 1972-73 


In 1972-73 Canada will be competing against many other countries for 
possibly reduced markets. While Japan and Britain are important markets 
for Canada, in recent years large Canadian exports of wheat have been 
dependent on the requirements of Russia and the Peoples' Republic of 
China. These sales have not assumed a definite pattern and this creates 


difficulties in forecasting exports with precision. 


The most recent Russian sale, about 130 million bushels with options for 
about 55 million additional bushels, will mean a continued movement of 
wheat to the U.S.S.R. until next July and through the 1972-73 crop year. 
Thus exports are likely to again exceed 400 million bushels for ordinary 


wheat and 50 million for durum during 1972-753. 


World prices are likely to remain low, however, with extra consumption 
requirements likely to be matched by higher world production. Some increase 
in returns to farmers will result from introduction of the two-price 

system involving payment of $3.00 per bushel (No. 1 C.W.R.S.) for wheat 


used for domestic purposes. 


While the total disappearance of wheat in 1972-73 may be about 600 million 
bushels, stocks of wheat to start the year will probably be equal to that 

amount and lower stock levels would still be desirable in view of current 

low world prices. A desirable acreage in Western Canada would not exceed 

19 million acres, of which perhaps three million Would be in durun. 


Last year's plantings were 18.7 million acres. 
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Initial prices for wheat have been announced at $1.46 a bushel (No. 1 

C.W.R.S., basis in store Vancouver or Thunder Bay) and minimum estimated 
quotas of eight to nine bushels per assigned acre for both ordinary and 
durum wheat. Winter wheat supplies appear likely to be well above last 
year with good initial growth on an estimated eight percent more, or 405 


thousand acres. 


FEED GRAINS 


Jeo. GaImiciae. 


WORLD SITUATION AND OUTLOOK 


World Production and Supplies 1971-72 


World production of corn, barley, oats and rye was larger in 1971-72 than 

in 1970-71. Production of corn, the world's main feed grain, increased 

to 293 million metric tons. This was an increase of about 50 million 

metric tons. The United States contributed more than 60 percent of the 
increase from its record crop of about 140 million tons (5.5 billion bushels). 
Barley production in calendar year 1971-72 (excluding the People's Republic 
of China) was estimated at 120 million tons (six billion bushels), an 
increase of eight percent (almost 10 million tons) from 1970-71. Oat pro- 
duction was two million tons higher at 54 million tons and rye production 


almost three million tons higher at about 30 million tons. 


While the main increase in feed grain production was American corn, the 
increase in Canadian barley from 416 to 655 million bushels was also of 
importance. Australia tripled barley production to 128 million bushels 
compared to 36 million bushels in 1967-68. In addition, substantial increases 
in production of feed occurred in the EEC. Production in 1971 showed a 

14 percent increase over 1970, a considerable part of which was an increase 

in corn. Britain and other parts of Western Europe also had increases in 
production because of higher yields and larger acreages. World acreage of 
corn, barley and rye were larger in 1971 than in 1970, but oat acreage was 


smaller. 


World supplies of these four feed grains in 1971-72 were not increased 
by the full extent of the additional 65 million tons or more grown since 
stocks, particularly of corn, were smaller on July 31, 1971 compared 
with a year earlier. Corn stocks were smaller by almost eight million 
tons and barley by more than three million tons. Oat stocks were about 


the same as the year before and rye stocks a little larger. 


Prospects for disposing of as much grain as last year (46 million tons) 
appeared dim early in the crop year. However, by late fall of 1971 
indications were that exports might exceed those of the previous crop year, 
although at relatively lower prices. An attempt is being made in the U.S.S.R. 
to increase the consumption of meat, by establishing specialized poultry and 
livestock farms and intercollective farm mixing plants. The U.S.S.R. this 
crop year has made feed grain purchases from the U.S., France, Thailand and 
Sweden. Increased imports are expected for the drought-stricken Middle East 
and some African countries. Although Western European requirements are lower, 


good demand for feed grain still exists there. 


Additional world demand in 1971-72, however, falls far short of additional 


world supplies. 
World Outlook 1972-73 


Supplies for 1972-73 do not appear cumbersome apart from those of the United 
states. Stocks in the E-E.C.. are not. expected to be higher on July 1, 1972 
than they were at July 1, 1971. In the United States while the rate of feeding 
of corn is sharply higher than last year, stocks of corn on January 1, 1972, 


at 3.5 billion bushels, were 770 million bushels larger than a year before. 


10 


Sorghum stocks were sharply higher, rye and barley stocks were slightly 
higher than the year before, and oat stocks were moderately lower. U.S. 
feed grain stocks at the end of the year are likely to be well above 


levels at the start of the year, largely due to the corn situation. 


In production, on the other hand, the United States is taking steps to see 
that production and supplies are down from last year's record levels. 

The goal; is-to reduce corn production.=trom (5.5 >billion to /& bpliion 
bushels. To influence achievement of this goal, the corn-sorghum set aside 
will be increased from 20 to 25 percent of the feed grain base. Voluntary 
diversions will be allowed for an additional 10 percent, and still 
additional acreage may be considered after intentions are known in March. 
Indicated acreages prior to official intentions estimates in March were for 
reductions from last year of four percent for corn, (only half the desired 
amount of reduction) seven percent for sorghum, four percent for oats and 


ninespercent for*bariey:. 


There is little reason to expect reductions in supplies in other traditional 


producing countries in 1972-73. 


However, demand for meat is accelerating in most countries, particularly 

in Japan, the U.S.S.R. and other countries in Eastern Europe. In the U.S.S.R. 
the latest five year food plan projects a 27 percent increase for both meat 
and eggs but an increase in feed grains of only half that amount, indicating 


needwior still increased feed grain import. 


11 


In total and notwithstanding the probability of a high level of supplies 
generally, it appears that world import requirements should be as high 


as this year. 


If the projected high level of supplies does in fact become available, 
however, prices cannot be expected to rise significantly from current 
levels. Much depends on the supply of U.S. corn which is of major 


significance in world feed grain pricing. 


Canadian Outlook 1971-72 


Canadian feed grain production in 1971 was about 25 million metric tons, up 
more than 25 percent over 1970. Most of the increase was in barley which 

was higher by 5.2 million metric tons. Small increases occurred in production 
in all of the feed grains. Feed grain use domestically in 1971-72 is not 
likely to be much more than in 1970-71, because the reductions in hog and 


chicken feeding will not be fully offset by more cattle uSing more grain. 


Barley 


In 1971, barley production in Canada increased by 240 million bushels to a 
record 655 million bushels. Even with stocks down to 143 million bushels, 
total barley supplies reached an unprecedented level of almost 800 million 


bushels. 


By early February, 1972, barley exports were about the same as last crop year, 
but indications are that by the end of the crop year exports will have reached 
a record 225 million bushels compared with last year's record 180 million. 
Although freight-assisted shipments of barley to Eastern Canada and B.C. are 


down about eight percent in the first six months of the crop year, it is 
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expected that total domestic utilization will approximate last year's 

level of almost 300 million bushels. Malting barley utilization, including 
exports, has been rising and in 1970-71 maltsters took 48 million bushels. 
Barley carryover on July 31, 1972 will likely be 275 million bushels or 


more. 


Prices for domestic grain started to drop in mid-1971 with the realization 
of the large U.S. corn crop. This decline has stopped and Wheat Board 
asking prices in early 1972 for No. 1 feed barley, in-store, Lakehead have 
been $1.00 to $1.05 a bushel. While exports will be heavy for the nese of 
the crop year, prices will be kept in check by the large supplies and low 


praces;.of U.S.»,corn:, 


Oats 


Production of oats in 1971 was estimated at 377 million bushels, compared to 
367. midlion)in, 1970: » With, stocks of 129 million, total ysupplies; were 506 
million bushels, about the same as last year. (Supplies of oats were 
considerably larger in earlier years; for example, in 1942-43 oat supplies 


reached 670 million bushels.) 


Exports of oats for the first six months of 1971-72 at 3.7 million bushels 
were less than half of last year's exports. With a heavily loaded handling 
system, oat exports are not likely to reach last crop year's total of more 


than 13 million bushels. 


Domestic utilization of oats continues to be sizeable and they are mostly 
used on farms where grown. Shipments from the Wheat Board designated area 


to Eastern Canada and British Columbia in the first six months of the 1971-72 
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crop year were up by over 20 percent while barley and feed wheat were both 
lower. In total, domestic use of oats is likely to remain at about 365 
million bushels. Prices for oats have followed the same general pattern as 
barley, falling in late summer and remaining between 60 and 65 cents per 
bushel for No. 1 feed oats, in store, Thunder Bay. Prices for oats seem 


unlikely to increase significantly during the current crop year. 


Carryover of: oats on July 31, 1972 is not likely to exceed ithe: 130: million 


bushels of last July. 


Rye 


Canadian production of rye in 1971-72 was up by more than two million bushels 
to almost 25 million bushels. Stocks increased in each of the last three 
years and by July 31, 1971 were 12 million bushels. Total supplies were 


relatively high at nearly 38 million bushels. 


Exports for the first six months,of 1971-72, 5.6 mildion bushels, are_a_ little 
ahead of last year, but indications are for no increase over last year's nine 
million bushels. On the domestic market, shipments from the designated area to 
the other provinces are down sharply from last year and it would appear that 
domestic disappearance is unlikely to exceed last year's 12 million bushels. 
Carryover thus is likely to increase to 17-20 million bushels by July 31, 1972. 
Prices of rye through the 1971-72 crop year to date have followed similar 
patterns to other feed grains, with falling prices last fall, but some recovery 
in February and early March from lows of 95 cents (No. 1 and 2, Thunder Bay) 

to between $1.00 and $1.07. As with other feed grains, prices are unlikely to 
move much higher and nearby futures prices for rye at March 1, 1972 are lower 


than current cash prices. 
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Corn 


In 1971, corn production in Canada was up by seven million bushels over 
1970 to 108 million bushels. Carryover in commercial positions was a 
little over two million bushels. Imports in 1971-72 have continued at 
low levels with about 4.4 million bushels imported in the first five 
months. The long term trend toward self-sufficiency appears to be 


continuing with Ontario already almost self-sufficient. 


Some 50 to 55 million bushels of corn out of a total of 80 to 90 million 
bushels are used for feed on the farms where grown. About 25 million go 
for food and industrial use. There are some small but increasing exports. 
It seems likely that most corn will be used by the end of the year but 


carryover will be a little higher than last crop year. 


Prices of corn are closely related to those of the United States and reacted 
to last year's heavy crop. Some minor recovery occurred in U.S. prices when 
sales were made to the U.S.S.R. Canadian prices in late February had again 

weakened slightly to about $1.15 per bushel (No. 2, Chatham). The abundance 
of U.S. corn will likely keep Canadian corn prices from more than some slight 


seasonal improvement until the end of the crop year. 


Outlook Canada 1972-73 


Perhaps the most significant factor affecting prices of feed grains in 1972-73 
will be the heavy U.S. corn stocks at the start of the year. Unless it 
becomes evident that production will be sizeably lower than the indications 
from preliminary acreage intentions, prices in the whole feed grain structure 


will continue at low levels well into crop year 1972-73. 
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Barley 


In spite of large supplies available, the slow but steady increase in demand 
for feed grains suggests that by pricing competitively it will be possible 
to come close to matching the exports of 225 million bushels likely to be 


reached in 1971-72. 


With exports likely to approach 225 million bushels and domestic use of 300 
million bushels or more, total disposal of barley in 1972-73 should be 

about the same as this year. To assure ample supplies, it is suggested that 
acreage for 1972 be increased to 15 million acres in the prairie provinces 


compared with 14.6 million last year. 


Initial payments are set at 91 cents a bushel for No. 3 Canada: Western six 
row barley, basis in store Thunder Bay, and minimum quotas are estimated at 


15-20 bushels per assigned acre. 


Oats 


Although feeding of oats on farms where grown or for other domestic feeding 

is likely to continue at about the same level, it is difficult to see oats 

in a Significant export role in 1972-73. Priority is given to moving other 
grains with lower transportation costs in relation to value. Five million 
bushels for exports, 30 million for Canadian Wheat Board domestic disposal and 


domestic use of 250 million bushels, suggests an acreage of not more than 


five million for Western Canada. 


Initial payments have been set at 60 cents a bushel and minimum quotas are 


estimated at 10-14 bushels per acre. 
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Rye 


Production of rye for domestic use is likely to continue as in the past 
since it responds well on light soils not suited to other grains. However, 
the possibilities in the export market are not likely to equal those of 

a year or two ago since the low level of production in some of the 
traditional producing countries two years ago is not likely to recur. Even 
if exports reached 10 million bushels and we used 10 or 11 million bushels 


domestically, in view of the rising stock level in recent years, one million 


acres should be more than adequate. 
Corn 


Prices of grain corn in 1972-73 are likely to be held down by U.S. corn 
prices. Prices of soybeans on the other hand, have been at relatively high 
levels, and while some continuation of the upward trend in corn production 
is likely to continue, the increased acreage might not be very substantial 
in Ontario with some shift to soybeans. The upward trend in acreage is 


likely to continue in Quebec and to some extent in Manitoba. 


A total increase in corn production of 10 percent in 1972-73 appears to be 


a distinct possibility. 
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OILSEEDS 


Joe Garmpcnael 


WORLD SITUATION AND OUTLOOK 1971-72 


During the 1971-72 crop year an unusual mixture of bullish and bearish 
factors affected the world oilseed market. In the late summer and early 
fall of 1971 prices were high and world supplies, although rising, did 

not appear likely to burden the market. A number of factors combined in 
mid-fall to drive the market down. A large supply of palm oil and the 
biggest supply of fish oil in a number of years began to weigh on the 
market. Canada's big rapeseed crop was important and it appeared that 
increased crops of groundnuts in Africa, and sunflower in the USSR, 
eastem Europe and Argentina would also be significant factors in the world 


supply. Many expected that stocks of oils and fats would build up sharply. 


The principal reaction to these expectations was thatthe price of the 
lower rated types of oils or fats declined sharply. These included palm 
0il, copra, coconut oil and fish oil. Part of the problem with these 
products may be that storage is not adequate in some countries to permit 
orderly marketing. Thus a small oversupply caused some sharp price 
declines and other prices were dragged down as well. On the other hand, 
premium oils such as soybeans, sunflower seed and groundnuts remained at 
high levels, although sunflower seed prices have fallen considerably. 
Rapeseed prices, with a very large supply available, have reacted more 
like the tropical oils and fish oil. While prices last summer were about 
the same as soybeans, the price spread between rapeseed and soybeans has 


widened to about 70 cents perbushel in recent months. 


Part of the reason for the selective variations between oilseed prices 
lies in the protein values. World protein is, or shortly will be, in 
short supply with the trend toward greater livestock feeding. Soybeans 


with low oil and high meal content have been particularly in demand. 


During the first two months of 1972 it became apparent that the over- 
supply of oils and fats generally has been overstated. U.S. soybean pro- 
duction estimates were cut by 31 million bushels below mid-fall estimates. 
The USSR and Argentina appear to have much less sunflower seed than 
expected and the groundnut crops in some of the African countries also 
appear to be below expectations. As a result, it appears that the 
expected major increase in stocks at the end of this season will turn out 
to be not more than a minor one and stocks will still be well below levels 


of 1968-69. 


In face of what seems to be a fairly tight supply-demand situation it could 
have been expected that by now there would have been more improvements in 
prices generally. Limited price improvements may very well occur in the 

last few months of the crop year. A time lag seems to occur before oilseed 
prices respond to pressures. In addition price relationships among oil- 
seeds seem to be associated more with unusual supply situations of an 
individual oilseed in spite of the alleged high degree of interchangeability. 
The rather tight situation in soybeans and sunflower seed suggests the 
likelihood that other oilseeds will trade better both in quantity and 

price before the end of the crop year. By the first of March, soybean 


prices moved up sharply and some improvement occurred in rapeseed prices. 


eg re 
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The market for flaxseed differs from edible oilseeds. In response to over- 


supply, prices have fallen gradually each year since 1968. However, in 


late 1971 some mild recovery occurred as more was used for feed in Europe. 


Production was down sharply in each of the three main producing countries, 


Argentina, the U.S., and Canada, and an over-all stock reduction should 


occur by the end of the current crop year. Prices have risen above $2.60 


(No. 1 store, Thunder Bay) and should continue firm for the next few months. 


WORLD OUTLOOK 1972-73 


Only limited information is available on the prospects for oilseeds in 


Uy tal eS 


Factors which may give some general indication of what may be 


expected are as follows: 


(1) 


(2) 


Palm oil production will be larger and will increase each 
year for a number of years. Most other production is of 
an annual nature and probable production cannot be assessed 
at this time. 

Preliminary .indications are for some increase in the vital 
U.S. soybean crop, but not as much as hoped for by USDA. 
The indicated increase of 3.7 million acres, to 44.35 
million acres, is less than half the increase hoped for. 
Revisions in plans for feed grain acreage could lead to 
soybean acreage increases. However, utilization in the 
United States has been exceeding production for three 
years and will be very low by next July. Even with 
depleted stocks, U.S. soybean usage in 1971-72 is expected 


to be four percent below 1970-71. 
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(3) Even if the high price levels of early 1971 have not 
carried. into the later parts of, the crop year, the 
trend toward greater production in oilseeds generally 
is a natural part of the cycle which peaked in 1971, 
and for many oilseeds has peaked at five year intervals. 
(4) Generally,stocks of oilseeds to start next crop year will 
Still be relatively low compared with some other years, 


but ready to climb with any unusual production increase. 


The strong possibility exists, therefore, that in 1972-73 competition for 
world markets may be stronger, with generally weaker prices. The price 
spreads between different oilseeds may resume the rather wide differences 


Which have characterized the last few months. 


Consumption of oils and meals should continue pretty well on the same course 
as in the past six years — an average annual increase of about 840,000 


CONS. 


In flaxseed with a somewhat improved stock situation on July 31, 1972 a 
good beginning will have been made to bringing supply and demand more 
closely in line. If production is kept low by major producers in 1972, 
later in 1972-73 prices could improve and the market could be in a quite 


healthy position by the end of the year. 
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CANADA 


OUTLOOK FOR 1971-72 


Rapeseed 


Production of rapeseed in Canada in 1971-72 was 98.5 million bushels compared 
with 72.2 million bushels in 1970-71. These figures include dockage so 
that cleaned rapeseed might amount to about 85 million bushels. Carry in 


was almost 10 million bushels. 


Domestic use during the first six months of 1971-72 was higher — 5.5 million 
bushels compared to four million last year. Exports, at 21.2 million bushels 
by the end of the third week of February 1972, are less than half last 

year's total exports of 46.5 million bushels and very slightly below the 

21.5 million bushels of the same time last year. Forward sales during the 
winter have been lagging but improved marketing prospects for oilseeds 
generally should bring exports this year to somewhere around last year's 
levels. Domestic use should increase from 8.5 million last year to about 


12 million bushels. 


The effects of the elimination of the border tax by EEC countries are not 
fully apparent. Moreover, with the expected reduction in Japanese tariffs 
on April 1 it is not expected that imports will improve until then. Also, 
there have been problems with port congestion and transportation, and 
earlier in the winter the monetary crisis had an impact on world trade. In 
addition, this has been a year of decision concerning the use of low erucic 
acid seed in future years. It appears that low erucic acid seed will be the 


only seed accepted by the Canadian food industry in the near future and that 
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importing countries also are prepared to switch. A complete switch to 
erucic free varieties is desirable and essential. While the new varieties 
did not yield as well per acre or in oil content this first year, this 

does not preclude the probability of early improvement in the same varieties 


or in new varieties. 


Prices of rapeseed have been lower than expected, partly related to dif- 
ficulties of processors in disposing of the meal when produced in quantity, 
but prices could improve with a general improvement in oilseed prices. In 
early March cash prices had risen from early 1972 lows to over $2.40 a 


bushel and with Vancouver futures running over $2.50. 


OUTLOOK FOR 1972-73 


World demand for edible oilseeds will continue to increase, but the pos- 
sibility exists that world supplies could increase faster. Hence, prices 
could be lower. There seems little reason why an improving product such 
as rapeseed should not sell in greater volume than this year, providing 


Canadian rapeseed is competitively priced. 


Canadian stocks, however, are likely to rise rather sharply with last 
year's greatly increased crop and may reach 35 million bushels. This 
Suggests that an acreage lower than last year, perhaps between four and 


fivermid laon acres! wiclls producel.alle*the’ supplies necessary ‘for 1972-735. 
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Soybeans 
Outlook 1971-72 


Soybean production in 1972 was 10 million bushels — just below last year's 
10.4 million bushels. Acreage was up by 25 thousand to 360 thousand but 
yields were down due to drought. Crushings of soybeans for the first 11 
months of 1971, at 1.3 billion pounds, were 70 million pounds down from 

the previous year while rapeseed crushings were higher by a little more 

than 80 million pounds. Exports of soybean 011 in 1971, at 97 million 
pounds, were more than double the previous year while imports at 51 million 
pounds were little changed. Exports of meal for the year totaled 265 
million pounds compared to 332 million in 1970. Imports of meal at 458 
million pounds were down about 15 percent from the previous year. Imports 
of soybeans were slightly behind last year at 15.6 million bushels, compared 


to, +16. 3 mi-Liion sinl970. 


Prices of soybeans have been higher this past year than in other recent 
years and have been closely related to United States bean prices. Through- 
out most of the 1971-72 crop year, up to mid-February, prices had hovered 
about the $3.00 per bushel level (basis No. 2 or better f.o.b. Chatham), 
but by early March climbed to around $3.15. Prices are likely to remain 
fairly steady throughout the last months of the crop year unless it should 
become evident that the United States will have much larger crop than 


indicated by first acreage intentions estimates. 
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Outlook 1972-73 


Canadian prices will relate to American prices and these will relate to the 
supplies available in the United States next fall. If supplies are not 
substantially more than currently expected they will still be tight relative 
to demand and prices will likely remain at or near levels of this year even 
if prices of other oils decline. Since we are still net importers of soy- 
beans it would be desirable to have a sharply increased acreage. Some 
increase in acreage is likely to occur following relatively high prices 


Poryiie 1971 “crop: 
Flaxseed GCutlook 1971-72 


Flaxseed production in 1971-72 was estimated at 25.7 million bushels compared 
to earlier estimates of 26.8 million. Total supplies were double that 
amount since carry in stocks amounted to 26.5 million bushels. Supplies in 


total were a little below those of last year. 


Exports have been better than last year, with the first 30 weeks of the 
1971-72 crop year showing exports of 15.3 million bushels compared to 10.8 
million in 1970-71. At the present rate, exports for the year will reach 

a little more than 25 million bushels. Industry in Canada takes two to 

three million bushels, and total domestic use is about seven million bushels. 
Total disappearance for the crop year therefore could be more than 30 million 
bushels with a stock reduction of six to seven million bushels. Prices in 
February and March have risen to between $2.60 and $2.70 per bushel (basis 


No. 1 Thunder Bay) and will likely remain near this relatively low level 


for the next few months. 
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Flaxseed Outlook 1972-73 


Prices could rise slightly if not substantially in 1972-73 if the downward 
trend in world production occurs as expected. Sizeable stock reductions 
from the burdensome current levels could lead to a better balance in world 
supply and demand by the year-end. The following year could see more 


substantial improvement in prices. 


For the present year an acreage in Western Canada of two million acres should 


be adequate in light of the stock situation. 


Sunflower seed 


Sunflower seed production in 1971-72 was 152 million pounds, almost three 
times that of the previous year. Acreage more than tripled, but yields were 
down from 785 to 708 pounds an acre. The biggest relative acreage increase 
was in Saskatchewan where acreage rose from three thousand to 65 thousand 
acres. The acreage outside Manitoba was largely for export of seed to 

Japan. Imports of sunflower seed oil have been much smaller than a few years 


ago. Prices have been relatively high in 1971-72. 


For 1972-73 an increased acreage seems likely, perhaps to 350 thousand acres. 
Prices will remain at fairly high levels unless world prices for oilseeds 


decline generally. 
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BEEF 
A.M. Boswell 


Supply Situation 


Federally inspected cattle slaughter was up moderately in North America 
in 1971 over 1970 - 3.2 percent in Canada, and two percent in the U.S. 


(Table 1). 


TABLE 1 - FEDERALLY INSPECTED CATTLE SLAUGHTER, CANADA AND THE UNITED STATES 


1971 1972. (First Six Weeks) 
Change from 1970 Percent Change 
Slaughter "000 Slaughter From Same 
"000 head Percent head '000 head Period 1971 
British Columbia 39.3 =36.0° = 2231 4.5 - 18.3 
Alberta 1 ,01620 + 135s 120.6 12622 + 24.4 
Saskatchewan 155.7 +0 1 2 4.9 18.0 + ae. 
Manitoba 42535 + O.7 + ee 46.1 = Po 
Total WEST 1 .656..05 + 0.8, 0tal0ceS 194.8 + 12.1 
% Canada 58.7 62.0 
Ontario OTS. 1 #20) Vee oko c2 98.1 = one 
Quebec Sb - 16.9 - 40.4 16.1 - 38.8 
Maritimes 36.9 + 14.9 + 4.8 5.0 + 25.9 
Total EAST Hleas.6 = allk byt Temlcthabomnd otcat 119.2 ie ot 
% Canada ed 38.0 
CANADA 2,786.9 + 3.2 + 86.1 314.0 ee | 
United States 31,419.0 + 2.0 + 626.0 sel gp ura 8) lar AP 5 
North America 34,205.9 + OV201 ORES 2 Sh e025 70 eS 


In the first six weeks of 1972, federally inspected cattle slaughter was 

up one percent in Canada but down 2.5 percent in the U.S. from the same 
weeks in 1971. The sharp increase in Western Canada was virtually offset 
by the sharp decrease in the East. This retlécts the drop in feeder catric 
movement from the West to the East, primarily to Ontario. For example, in 


1967 about 506 thousand Western feeder cattle moved into Eastern feedlots, 


but in 1971, only about 340 thousand head moved east. 
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In 1971, the federally inspected kill in Canada and the U.S. totaled 34.2 
million head. Canada's proportion was 8.2 percent, Eastern Canada's 3.4 
percent, and Western Canada accounted for 4.8 percent. Beef prices in 
Canada at the producer, wholesale and retail levels reflect the beef 


supplies °f both countries combined. 


In Canada, fed cattle slaughter (Choice and Good carcasses) averaged 34,153 
head per week in 1971, an increase of 1.1 percent from the 1970 level, and 
the ninth consecutive year of increase. The increase in fed cattle 
production in Canada is in response to consumer preference for high 

quality beef, coupled with rising beef cow numbers, declining exports of 
live feeder cattle to the U.S., and the growth and development of feedlot 


finishing. 


The recent upsurge in cattle feeding explains most of Canada's increase in 
beef output since the mid-1960's. From 1965-66 to 1970-71, inspected beef 
output increased 104.1 million pounds. The increase in carcass weights 
during this period accounted for about 90 million pounds while the increase 
from number slaughtered was only about 13 million pounds. While cattle 
feeding produces more beef from a given cattle inventory, further increases 


in carcass weights are unlikely to be as great as in recent years. 
Beef Trade 


Basically, Canada's export of dressed beef and veal are nearly all to the 
U.S. as boneless beef. The main source of domestic boneless beef cows. 
In 1965, cow slaughter totaled 843 head but by 1971, had slumped to 628 


thousand head. Even though Canada is importing more Oceanic beef, 
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especially since 1969, domestic cow slaughter has been a key factor 


underlying Canada's exports and imports of boneless beef over the year. 


In 1971, Canadian exports of dressed beef and veal totaled 86.9 million 


pounds, compared to 90.2 million pounds in 1970 (Table 2). Imports in 1971 


were 125.3 million pounds compared to 123.5 in 1970. With the exception 


of 1968, Canada has been a net importer of dressed beef since 1967. This 
also is the case for live fed cattle for slaughter from the U.S., which 
totaled 55,548 head in 1971 and 53,305 head in 1970. In 1971, exports of 
feeder cattle (15,130 head) and slaughter cattle (11,346 head) were at 
relatively low levels because domestic prices in 1971 were considerably 


above the export equivalent to the U.S. 


TABLE 2 - CANADA'S DRESSED BEEF AND VEAL TRADE WITH ALL COUNTRIES (PRODUCT 


WEIGHT) # 

Exports from Canada Imports to Canada Canada's 

United Trade 
Year States Others Total Oceanic Others ToTrat Balance 
thousand pounds 

1965 71,993 10,712 82 7405 4,812 12,399 1B AON | + 65,494 
1966 56,437 5a745 62,180 6,796 $65840: »«) 223,636 + 38,544 
1967 27 , 401: 4,516 31,947 14,814 22,970 37), 784 = 5,867 
1968 47,482 6,265 53,747 Lh,o02 16,565 33,866, + 19,881 
1969 45,910 4,953 50,863 91,391 14,206 105,597) - 54,734 
1970 83,548 6,671 90,219, 108,119 15,454 $23,575 = (55,504 
1971 80,354 6.621 86,975 87,917 RW eh 1255310 = O05 200 
Av. 1966-71 56,855 SESS 62,650 54,390 Z0e571 74,961 = Looe 


a Includes fresh or frozen, cured pickled or salted; excludes imports of 


corned beef canned which totaled 11.3 million pounds in 1970 and 8.1 
million in 1971 and for 1965-69 averaged 10.4 million pounds. 


b Excludes imported beef for re-exports from Oceanic countries which amounted 
to an estimated 20.5 million pounds in 1970 and 12.8 million pounds in 
1969. These exports are included in official Canadian import statistics 


but are excluded in official export data. 
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Fed Cattle Prices 


In 1971, Choice steers at Toronto averaged $34.30 per cwt, an increase of 
$2.05 from the 1970 level (Table 3). With the exception of a slight drop 
in 1968, Choice steer prices at Toronto have increased every year since 


1964 (average $24.05 per cwt). 


TABLE 3 - PRICES FOR CHOICE STEERS AT TORONTO AND OMAHA BY MONTHS, 1970 
AND 1971 


Toronto Omaha Toronto Over Omaha 
1970 1971 1972 1970 1971 1972 1970 1971 1972 
Cdn. $/cwt U.S. 3S /cwt $/cwt 


January “eol.0S 32.07 Soo  ZOELo 20a 50's 14g eu 2.96 io 
BEDLUaty 52.35 | “So. 1s . volcan Ps ew 32 25. 36.40" ade 3 1.54 1.00 


March SO roe 34.00 30.97 cm ecg ase 2.19 
April B54 34.26 30.64 32.44 Dio Teoe 
May 5.20 SASS 29.52 32.88 Sor 4 PAs 
June o2.05 34.25 30.29 32 too Lone 1.86 
July BZ. sell. SA old: coi A ee) 32.44 1.05 }--83 
August a Dana o he 34.46 30.14 ooee4 1(51 1522 
September 31.44 33.80 DO ee 452,62 Z2ei2 teks 
October 30253 i 28.07 52 24 1.86 1.88 
November 31.43 55.5 1 20 eel 33.58 bs 1.73 
December 31.14 36.47 260..44 34.40 4.43 We ie 
Year SVeZ5 34.30 29.34 By ARE: 2.91 1.88 


p Preliminary. 


In Canada, fed cattle prices moved to a full "import basis" during the last 
two months of 1971, and 52,290 fed cattle for immediate slaughter moved into 
Canada from the U.S. The situation continued in January 1971, with Choice 
steers at Toronto averaging $3 per cwt over Omaha and 28,220 live slaughter 
cattle were imported from the U.S. Since January 1971, prices of fed cattle 
in Canada have moved off a full "import basis", primarily because of an 


increase in fed cattle slaughter in Canada. 


of 


In both Canada and the U.S., fed cattle prices strengthened between 
October 1971 and February 1972. Choice steers at Toronto in February 
this year averaged $37.40 per 100 pounds, up $3.18 from October and $3.63 


above a year ago. 


Out look 


A brief review of the most recent cattle inventory developments in both 
Canada and the U.S. is necessary for looking at cattle market prospects 


for the remainder of 1972. 


In Canada total cattle and calves on farms and ranches increased 3.4 per- 
cent during 1971, with beef cows up 7.5 percent, steers and calves up 4.4 


and 3.4 percent, respectively (Table 4). 


TABLE 4 - CATTLE NUMBERSON FARMS AND RANCHES, CANADA AND UNITED STATES 


Canada (December 1) United States (January 1) 

Change 1970-71 Change 1971-72 

3970 1971 Percent Head 1971 1972 Percent Head 

000's % 000's 000's % 000's 
Beef cows = 3,103.4 3,357.7 c& ade $254.5 oS/p555 45867 Zonet ft ioe 
Beef heifers 83254 959.22 4515.3 4127.0 694754 6,8400)4 5.6 4+ ggsGm 
Dairy Cows 27471.06 24397.0%,2055.0 2-974.0 pd 2e4b4esd 2.27945. 1. lees 135 
Dairy heifers S775 514.07. 2711 0446-86323. S294 3,942 - + 1 
Steers £32223 27527 ear As eT oe 15 ieee on lit Bee 
Calves $2808.94 3,939.35 tee3.40¢+130.4 30538k, 31,72355+°4.4 Ge Desae 
Bulls 202.0 210.25 2164-06024 795.2 - 25505 23365eet"2.6 =* 60 
Other heifers - - - - 6 ,046 64355 lash A. leat 285 
Total 12:217.0¢125635 <0 #203, 42 0t416.0 11454704117, 91Gec% 50.5% 204m 


a In the U.S. for replacement purposes only. 


In the U.S., the total cattle and calf inventory increased three percent 
during 1971, with beef cow numbers increasing moderately by 3.2 percent, 


steers and calves up 2.2 and 4.4 percent, respectively. 
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Cattle on Feed 


In the UsS., cattle.on,feed, at January 14.1972)1n) 230maj or) feedinerstates 
were eStimated to be up nine percent from the same date one year ago. For 
1972, .U.S.D.A.. looks for aSfoursto six percent increasesin sed cattle 
marketings. In Canada, cattle on feed in Ontario and the Prairie Provinces 
were eStimated by Statistics Canada on December 1, 1971 to be up six percent 
from one year ago with all of the increase in the classification "Under 600 
Pounds". In Canada, fed cattle marketings (Choice and Good) in 1972 can be 


expected. tosaverage four to five percent above 1972. 


In both countries,,increases. in .fed-beef, production for 1972scan be “expected. 
In addition, lower feed costs coupled with the higher cost of replacement 


cattle may lead feedlot operators to market cattle at heavier weights. 


In 1971, cow slaughter in Canada and the U.S. was up 8.5 and five percent, 
respectively, from the very low levels of 1970. However, cow slaughter 
was Still on the low side in relation to the number of cows on farms. 
Culling rates likely will not be altered significantly this year because 


feeder cattle prices are favorable for further herd expansion. 


While total cattle slaughter under federal inspection for the first six 
weeks of 1972, compared with the same period in 1971, was down three per- 
cent in the U-S. andsaup. only.one percent in Canada, slaughtering levels this 
spring can be expected to average somewhat above the 1971 spring levels in 


both countries. Summer and fall levels can also be expected to average 


above 1971. There are more feedlot replacements available this winter and 
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spring than one year ago. Also, fed cattle prices are relatively high and 
feed costs are favorable. These conditions likely will encourage more 


cattle feeding. 


Fed cattle prices in Canada will depend on two key factors. 

(ly ™ tthe “basic!«price tas testabbished: anmtthesUas; 

(2) the level of fed cattle marketing in Canada. 
U.S. officials now feel that while there is reason for general optimism, it 
does not seem realistic to expect the market. to maintain recent price levels 
of nearly $36 at Omaha. Increased marketings and possibly heavier weights 
may force Choice steers at Omaha down a dollar or more by spring. In the 
last half*of 1972, Choice,steers at Omaha, are expected to average close to 


the July-December 1971 average of $33 per cwt. 


In Canada, fed cattle prices for the balance of 1972 may very well change 
with changes in U.S. fed cattle pmices, For the: first six weeks thie 
year Choice steers prices at Toronto averaged $37.33 - only $1.37 per cwt 
over Choice steers at Omaha. With increased fed cattle marketings expected 


in both countries this price relationship may not change greatly. 


Usually when we see fairly sizeable increases in beef output ahead, we 
anticipate lower cattle prices. Many of us continue to under-estimate the 
demand for beef. The price effects of increased beef supplies in 1972 
could very well be offset by increases in population,and consumer incomes, 
along with lower pork supplies. 

However, the unusually high price of feeder cattle coupled with any fall in 
Slaughter prices would widen feedlot operators' already negative price 
margins. From 1968 to 1971, the annual price of Choice Slaughter Steers 

at Calgary increased 21 percent; Good Feeder Steers, 28 percent; and Good 


Feeder..Steer.Calves.,...40..percent.. 
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Supply Situation 


In both Canada and the U.S., hog slaughter in 1971 was at an all-time annual 
agin = up a7Ppercent in Canadaand 11’ percent, in the: U.S. from 1970 (Table: 1). 
For the first six weeks of 1972, a turn-around has occurred in the North 
American hog cycle with slaughter down four percent in Canada and sharply 
Tower in, the, U.5. by 16 percent; “Jn, both, countries,.the cutback,in hog 
slaughter to date this year is in response to a very unfavorable financial 
Situation which developed from a combination of very low hog prices and 


Eetavively nron steed prices during late-19/0 andthe tirst halt otaio7 1. 


TABLE 1 - ORIGIN OF HOG CARCASSES GRADED IN CANADA AND FEDERALLY INSPECTED HOG 
SLAUGHTER IN THE UNITED STATES 


1971 1972 (First Six Weeks) 
Slaughter Change from 1970 Slaughter % Change From 
‘000 head Percent '000 head ‘000 head Same Period 1971 
Newfoundland 19.9 caine eee | + 6.9 ae = a Ba 
PR Bale 153.8 CMTS - L234 17.0 = 9, 7 
Nova Scotia £20.14 + 11.9 + boy. i Ray eye! beets: 
New Brunswick ol DS + 9.4 + 6.1 7.8 caleié ad) 
Quebec Lo + 10.6 + 184.9 219.1 + 5.7 
Ontario S5G415 1, + Pap + 207.9 357.4 ial) 
Total East 5,455.9 eee rel + 406.4 oe PY ay! + 0.5 
% Canada Soy re ee 
Manitoba bac se Bs + 24. 7 + 264.0 g Pid ee! - 15.4 
Saskatchewan 1,249.9 + 44.0 + 561.0 140.0 mt LiQieg. 
Alberta 2,015.4 + 24,4 + 595.05 230.4 miu ees te 
British Columbia see + 27.4 + LA. Bae = 40 
Total West 4,679.6 + 29.2 +1,058.8 520.0 ad oe 
% Canada 46.5 ASe 7. 
CANADA LO STISa5 + 16.9 +1,465.2 LI CY Ae or ea 
UNITED STATES 86 ,670.0 + 10.8 +8,483.0 8,891.4 - 16.2 
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Most of the 1971 sharp increase in Canada's hog slaughtey occurred in the 
West. During 1970, 42 percent of national hog slaughter originated in 
Western Canada and in 1971, the proportion increased to over 46 percent. 
While Canada's hog slaughter increased sharply in 1971, its percentage of 
total North American hog slaughter (U.S.-Canada combined) changed little - 
from 10 percent in 1970 to 10.4 percent in 1971 (Table 2). Due to the 
heavier weights of market hog in the U.S., Canada's proportion on a tonnage 


basis would be somewhat less than 10 percent. 


In 1971, Canada-U.S. hog slaughter combined showed an increase of 11.5 per- 
cent or 9,948 thousand head (1,465 thousand in Canada, 8,483 thousand in 

the U.S.) compared with 1970. Had no slaughter increase occurred in Canada 
the combined supply of the two countries in 1971 would have been up by 9.8 
percent. In 1971, the U.S. accounted for 85.3 percent of the combined_U_S.- 


Canada increase, Western Canada for 10.6 percent and Eastern Canada 4.1 percent. 


Pork Trade 


Traditionally, Canada's hog production has exceeded domestic requirements 
resulting in a small quantity for export. However, in 1963 and again in 


1969.,) “pork, amport: vexceedéd, exports. 


In “1971, total exports of ‘dressed pork at 95.2 million. pounds werenau the 
haghest level ‘since 1948 “(Table 2). . Since the mid-1960"s ,. exports .of.pork 
to countries other than thei Us S. have, ancreased from s.6* million= pounds an 
1965 to,28.8 miTfion in 1971, largely because: of an ancrease in) €xpores 

of frozen pork (mainly boneless backs) to Japan. In 1971, Japan was the 
largest off-shore outlets at 20.1 million pounds, followed by the U.K. at 


3.6 million pounds, and Jamaica at 1.8 million pounds. 
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TABLE 2 - CANADA'S IMPORTS AND EXPORTS OF DRESSED PORK 


Imports Exports Canada's 
Other Other Trade 


it. S¥R, Countries Total U.S.A... COUNtrLEs Total Balance 
(000 pounds) 


1965 27,505 GO Meser G06 555500. 21, 5 OOS 568057 4. * 20,331 
1966 27 , 296 OO Fss A 6sdugO" 4 gd 399s 959° "9947-317 ** "4 10; 824 
1967 26 , 836 Ts004 “WO78840 955.165, ° 4.9751 ~ 57,920 + 30-080 
1968 36,428 Sue4 cures 07F Papo sp Sy Agogo? so. 120 Se 14046 
1969 66,901 Se? -& 75,075 48,453 6.453 $4,906 - 20,767 
1970 22,935 7,896 0,831, © 58,693 10.269, 68962. . + 38,131 
1971 13,950 9,722 ORIG 1266. 35Re ee ede 95, 2004-4 971,528 
1966" 7as (1523/3994 7 53912 sigoyosoues4 064 O.708" “Gs 004 - + 2359074 


In 1971, the largest source of off-shore pork imports into Canada was 
canned pork luncheon meat from Denmark - accounting for 6.8 million pounds 


oe ether co. Fein lion amported. 


Last year, exports of live pigs from Canada to the U.S., primarily for 
Slaughter, totaled 67,649 head, compared with 61,272 head in 1970 and 
ontyets,co0min2196912 Most of the®ancréase-in liye exports 1S accounted 
for by the increase in "straight market hogs" primarily from Alberta to 
the Pacific North West. This outlet to the Pacific North West quickly and 
eftectively establishes adeliiloor price” for Western hog producers, 


particularly in Alberta. 


The United States, the world largest producer of pork, continue to import 
pork in ever larger quantities. From the 1960 level of 171 million pounds, 
imports of pork have increased consecutively to 357 million in 1971. The 


1971 level of imports accounted for about 2.5 percent of U.S. pork producti 
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Hog Prices 


Hog prices in Canada are tied directly to the "basic'' North American hog 
price as determined in the U.S. Midwest. Pork products move both ways 
across the border. In both countries, the slaughter decline to date in 
1972 directly reflects the similar base-point pricing and price movements, 


within what is commonly referred to as a "North American Pork Market." 


In 1971, in both Canada and the U.S., the hog price situation was 
characterized by very low prices. In Canada index 100 (dressed) at Toronto 
averaged $25.80 in 1971, the lowest annual hog price since 1960. Since 
September 1971, hog prices in both countries have steadily improved and 

for February 1972, Toronto averaged $34.39 per cwt dressed and the seven 
U.S. markets $33.77 dressed (Table 3). The price rise was largely in 
response. to. the decrease in. U:S.sslaughter., the 1971,fourth quarter 
slaughter in the U.S. was down three percent from the same quarter in 1970 
and in Canada up 3.3 percent. The sharp rise in hog prices to February 
this. year.directly. reflects the,fact.thatsU.S. hogs slaughter for, theyftigst 


Six weeks is down 16 percent from 1971 and in Canada down 3.7 percent. 


Outlook 


In both countries hog slaughter through 1972, will continue to be lower than 
in 1971, but reductions especially in the U.S. may become much smaller than 
they were in January and February. 

In Canada, hog gradings for the first half of 1972 could average five to 
eight percent below 1971 level. Gradings in the second half of 1972 can 


also be expected to continue below the 1971 last half level - probably in 
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QUARTERLY HOG MARKETINGS - CANADA & UNITED STATES 
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the range of five to eight percent. The cutback in hog slaughter in the 


West will be somewhat offset by a smaller drop in the East. 


TABLE 3 - TORONTO, MONTHLY AVERAGE DRESSED PRICE FOR INDEX 100: UNITED STATES, 
MONTHLY AVERAGE DRESSED PRICE FORBARROWS AND GILTS AT SEVEN MIDWEST MARKETS@ 


Base Index 100 Barrows -Gilts Toronto Over 
Toronto Seven U.S. Markets Seven U.S. Markets 
1970 1971 1972 1970 1971 1972 1970 1971 1972 
Cdn $/cwt dressed U.S. $/cwt dressed $/cwt 
January 39.10 25.98 1.58 SoG 2k 32620 Sere 4.81 - 0.68 
PeDLUa Lyte St 26.46 34. 38 36.66 ee TS 2 ge 2.85 LZ + 0.61 
March 50.42 24.44 33.69 TORRE hes 2 Shs 2649 
April 33.726 Les oe Si+19 ZZ Dee 1.80 
May SS .Do 23.94 30.56 22.64 2.99 1.30 
June 33.40 2Z4VAa7 Belz PES | 2.13 0.60 
July 32.69 25 250 52.64 Pals oh TAM 205 -0.2¢ 
August 50.15 26.68 2875 2aea 7 142 1¥9) 
DEPEEMDe P20) 25 20,559 ZOV4 Ss) 2AT50 Seed 1783 
October 2/857 26.97 2 20 DS An 26 
November 26.98 ae) igo ZO TSS 25. ANS 6.60 ZoL9 
December 26.42 28.40 20.55 DT e25 ocd? Ps 
Year Slee 25.80 284i 51 23.96 3.69 1.84 


a Conversion rate of 77 pércent ior U.S. dlive price to dressedgprice. 

Dp Preliminary. 

In the U.S., hog slaughter in the first half of 1972 will-be down substantially 
from 1971 levels. The 1971 U.S. fall farrowings (June-November) and 

farrowing intentions for December 1971-May 1972, are estimated by the U.S.D.A. 
to be down nine and 10 percent respectively from one year earlier. Pigs from 
these farrowings will make up most of the market supply of hogs during 1972. 
Despite the favorable hog-corn price*ratio expected’ for 1972 in the U.S.; 

the June-November pig crop is estimated to be smaller than the 1971 fall 


Dis crop. 
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In both Canada and the U.S., federally inspected hog slaughter in 1971 

was at an all-time annual high (10.1 million head in Canada, 86.7 in 

the U.S.). The predicted cutback in hog slaughter in 1972 will still 
leave adequate supplies of pork for North American consumers. Slaughter 
in 1972 will be at a relatively high level in both countries compared with 
the annual average of the 1960's - 7.1 million head in Canada, 77 million 


in the U.S. 


On the demand side, pork consumption in Canada during the 1960's range 
between 47 and 54 pounds per person, it increased to 55.3 pounds in 1970, 
and should average close to 60 pounds for 1971. Likewise in the U.S., the 
consumption of pork during the 1960's ranged between 58 and 66 pounds per 


person, increased to 66.4 pounds in 1970, and to almost 73 pounds in 1971. 


A favorably priced market should prevail throughout 1972. In the U.S., 
pricesgaresexpected to fall off in late winter and early spring - probably 
by $1 or more, from current levels of about $26.00 (live). Prices are 
expected to rise seasonally in late spring and average well above last 
summer (June-September) average of $19.00 live. A summer peak above the 
$25.40 summer high of two years ago can be expected. Hog prices in the 
U.S. should decline seasonally next fall, though still averaging well above 


the $20 level of October-December 1971. 


Proyided U.S. price predictions come about, price leyels at Toronto can be 
expected to average above the $30.00 per cwt level for the balance of the 
year. With the Canadian hog industry being on an export basis, Canadian 
prices can be expected to change in line with U.S. hog prices throughout 


bp eg 
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Looking further ahead into 1973, the U.S. hog-corn price ratio! in January 
this year averaged 20.8 -to 1... The 19710 2S. slaughtering ,econd Was ast 
response to a ratio of about 23.3 to 1. Even though a favorable hog-corn 
price ratio 1s expected during 1972, the U.S DA. Outlook Con tercoce sin 
late February indicated that the June-November 1972 pig crop likley will 


be smaller. 


1 Number of bushels of corn that are equal in value to 100 1b of live hog. 
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DAIRY 


Veronica McCormick 
Situation 


Following andecline of 3-/percent in the first ten months of 1971, milk 
production in Canada rose moderately in November and December bringing 

total jwucput-ror the year—to 17.7 billxon pounds, down, 2.7 percent—from 
1970 levels. The production increases in late 1971 occurred largely in 


Quebec and Ontario. 


Fluid milk and cream sales in 1971 rose by about two percent from 1970 
levels on a volume basis. Sales of partly skimmed milk (two percent 
butterfat) increased about 11 percent from the previous year sak luidyeream 
sales, in terms of milk, also increased in 1971, reversing a long-term 


downward trend. 


Creamery butter production in Canada in 1971 amounted to 287 million pounds, 
a decline of 41 million pounds, or 12 percent, from 1970. Preliminary 
estimates of creamery butter consumption are 328 million pounds — about 


the same as a year ago. 


Output of cheddar cheese was 191 million pounds in 1971, a 25 million pound 
increase, or 15 percent from a year earlier. Output of "other'' cheese made 
from whole milk amounted to 57 million pounds, a 16 percent increase. 
Domestic consumption of cheddar cheese was about two percent above a year 
earlier. Consumption of "other' cheese rose substantially. Exports of 
cheddar in 1971 totaled 29 million pounds — about the same as in 1970. 
Imports of specialty-type cheeses at 35 million pounds, increased about 


four million pounds from 1970. 
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REGISTERED MANUFACTURING MILK 
AND CREAM SHIPPERS, CANADA 
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PRODUCTION, DOMESTIC DISAPPEARANCE AND 
EXPORTABLE SURPLUS OF SKIM MILK POWDER 
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Production of evaporated whole milk rose to 265 million pounds, a three 
percent increase. Consumption, at 255 million pounds, declined slightly. 
Production and consumption of ice cream mix amounted to 30 million gallons, 
up Slightly from 1970 levels. Skim milk powder output totaled 301 million 
pounds, a 61 million pound, or 17 percent decline. As well skim milk 
powder exports declined to 240 million pounds, a 57 million pound decrease 


from 1970 levels. 


Policy 


The Federal Government continued to support the dairy industry in 1971-72 
by direct subsidy payments for industrial milk and cream, and market support 
for butter, cheese and skim milk powder. "Offer-to-purchase" prices for 


certain dairy products are well above a year earlier. 


Current "offer-to-purchase" prices, are as follows (1970-71 prices in brackets): 
butter, 68 cents per pound, (65 cents); cheddar cheese, 54 cents, (47 cents for 
the main production season); spray process skim powder, 26 cents, (20 cents). 

The rate of Federal subsidy in 1971-72 for industrial (quota) milk and cream 

is $1.25 per 100 pounds of milk testing 3.5 percent butterfat (or 35.71 cents 
per pound of butterfat), exclusive of holdbacks for export assistance. The 
holdback on quota deliveries in the 1971-72 dairy support year will average 

10 cents per 100 pounds of industrial milk, or 2.85 cents per pound of butterfat. 


This is a reduction of 16 cents from year-earlier levels. 


In January, 1971, a comprehensive milk marketing plan was agreed to by the 
Canadian Dairy Commission and the Milk Marketing agencies of Ontario and Quebec, 


bringing into effect a market-sharing system for industrial milk and that portion 
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of milk produced by fluid producers, which is used for manufacturing purposes. 
The agreement also applied to cream producers in Quebec. The arrangement 
took, effect, with, respect to deliveries. starting: December? 1, 1970. .~Ontapio0 
cream producers entered the plan on April 1, 1971. Milk and cream pro- 

ducers in Prince Edward Island entered into the national supply management 
program on December. 1,—1971.. The. agreement, at, this. stage: covers. over oo 


percent of the industrial milk and cream production in Canada. 


Outlook 


Milk production in Canada in 1972 is expected to recover much, if not all, 
of the 2./ percent decline, recistered. in. 197 Me Ooutput in Peis. likely Co 


approach the 1970 level of 18.3 billion pounds. 


Higher returns for dairy products as the result of support price increases 

and quota adjustments in 1971 are expected to have an impact on milk production, 
particularly.in Quebec,and,. toa. lesser, extent, in Ontario, »Inereases.,,.if 

any, will likely be small in the Atlantic and Prairie Provinces. An expanding 
demand for fluid milk and cream for consumption will likely increase production 


moderately above year-earlier levels in British Columbia. 


Milk and cream, in terms of milk, sold off farms in 1972 is forecast to reach 


16.8 billion pounds, about 600 million pounds above marketings in 1971. 


Volume sales of milk and cream for fluid consumption are expected to continue 


toftancrease, likely about 1.5 €og2:0 percent@irom 1971 leveiee 


Cheddar cheese production and consumption may level off in 1972. Much will 


depend on the demand for Canadian cheddar on the domestic market and the price 
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STOCKS, PRODUCTION AND DOMESTIC DISAPPEARANCE, 
ae aaa CREAMERY BUTTER, CANADA 
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uition —- PRODUCTION, DOMESTIC DISAPPEARANCE 
urs AND EXPORTS OF CHEDDAR CHEESE 
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of cheese milk in relation to the price of milk for butter and powder. Pro- 
duction and consumption of other types of cheese — all varieties made from 
whole milk except cheddar — are expected to continue to increase in 1972. 
Cottage cheese output will likely continue to move moderately above year- 


earlier levels. 


Production of concentrated whole milk products will likely be down in 1972 
from 1971 levels; reflecting-a slight decline in:idomestic usagesand a drop 
in exports. The decline in production of concentrated whole milk products is 


expected. to be offset by .an-inerease:in=output of aceseream: mix: 


A moderately larger volume of milk should be available for the manufacture of 
creamery butter than in 1971. Butter consumption appears to be trending 
downward again. If the trend in domestic disappearance continues at the rate 
of the last quarter of 1971, the consumption figure for creamery butter in 


1972 will be less than the 328 million pounds consumed last year. 


The, expected’ inereds€ in: butter, output. is.expectedatourcsultein adalanges 
output of skim milk powder. The quantity of skim powder available for export 
is expected to be between 160 and 175 million pounds. Skim powder prices on 
world markets are expected to remain firm at least during the first half of 
1972. G@ieddar cheésesexports are expected to showspittle change froma year 


ago. 
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POTATOES 
JoRe olrns 


Situation 


At the beginning of the 1971 marketing season, the North American supply 
of fall potatoes was only slightly smaller than the 1970 supply. Production 
in both Canada and the United States is currently estimated at one percent 


below record heights and final estimates are still to come. 


The significant factor in the supply of Canadian potatoes east of the 
Lakehead, is the level of storage holdings in the Maritimes. Information 
available by February 1, 1972, indicates that holdings are barely lower 
now than last year at the same time. Western Canadian storage stocks 
appear lower than last year and most of the reduction in Western Canada 
1S toebe credited to \Albertas,.Total consumption, in .terms of storage 


disappearance, 1s five ‘percent;:smaller than in.1970-71. 


Imports between July 1971 and January 1972 were smaller than in the previous 
year and since January 1, 1972 they appear considerably lower than 1970 

and 1971 levels, To.date, total .exports,of then1971 cropsare,slightiy 
smaller than of the 1970 crop, which was one of the lowest on record. One 
bright spot though is the movement to Puerto Rico which is exceptionally 


good. 


Heavy stocks of fresh potatoes and potato products in both Canada and the 
United States continue to influence grower prices. The Canada-U.S. 
relationship for production and price is shown on the chart "Fall Potato 


Production and Average Farm Prices". 


a7 


Fresh potato prices in Canada are currently lower than last year. Prices 


to the grower, per cwt in bulk, delivered at shipping point for white, 


Canada No. 1's in the east were: 


December 1, 1971 


PARA. $1.45-$1.60 mostly $1.55 
Nao. S79 5-82 215 
N.B. $1 .00-$1.15 
Quebec $l oi2-$h.o2 Mostly $1.25 


Ontario $ .90-$1.73 mostly $1.40 


Fepruaxy. 205 bos 2 


$1.25-$1 


$1.32-$1. 
$1.37-$1. 


F.O°0. Shipping point prices, per Cwt, €anada No. 1's 


December 1, 1971 


Manitoba Reds, washed $2.60 
Alberta Gems, washed $3.25-$3.50 
B.C. (Coast) Gems $3.10 
B.C. (Coast) Whites S2EOU 


.40 mostly $1.40 
$1.90-$2. 


00 

mostly $1.12 and $1.30 
62 mostly $1.47 
73 mostly $1.58 


in the west were: 


February 25, 1972 


$2.47 
$3.50 
$3.10 


By mid-December Maritime prices had weakened,Ontario prices had strengthened 


and western prices had changed very little. 


During the first part of 


January, Maritime prices fluctuated, Quebec and Ontario prices strengthened 


and those in Western Canada remained unchanged. 


By mid-January Manitoba 


prices had weakened. A month later, there was some increase in New 


Brunswick, Quebec and Ontario prices. In the United States price movements 


were somewhat similar. Maine prices for Round Whites advanced but began 


and continued below last year's. It was the same for Long Island Round 


Whites but upstate New York Katahdins began higher than the year before 


although by January were only slightly above a year ago. Under pressure 


of heavy supplies, Red River Valley farm prices were about a fourth less 


than a year earlier. Idaho Russets began higher, continued to increase 


and were higher than the previous year at mid-January. 
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Outlook 


Unless there is an especially large cull out or an unexpectedly large 
export movement there will be plentiful supplies of potatoes on hand till 
iemeiG or tne. scasoll,. . olmitariy tnere will be large processor anventories. 
Nevertheless there are some encouraging aspects. About 1,800 carlots of 
New Brunswick and Prince Edward Island potatoes have been offered to the 
Agricultural Stabilization Board and this is a sizeable six or seven per- 
cent of the February 1 storage holdings in the Maritimes. Manitoba growers 
are also expected to take advantage of the program. This should be an 
important factor influencing prices. With similar programs in the United 
States,-cnu.0f Season prices in-both countries are bound to rise. Moreover, 
some four million pounds of dehydrated potatoes, equivalent to 280,000 cwt 
of fresh potatoes, will be bought by the Agricultural Products Board as a 
supplementary contribution to the World Food Program. There are other 
supply factors which will tend to increase the general price level. The 
Umitedsotatesawinter Gropvis forecast fat 2.5amillionycwt orkls percent less 
than jing 97 igee Eardy, spring acreage “ws? expectea to ibe: downehO0 pexcent, Hate 
spring is down 12 percent and early summer acreage is down seven percent. 
ie tetal expectedsacreage@idecrease fomitheseefour*crops amithe Unmai'ted 
plates fs ce xpectea co De abOUL, seven percent. Each or these. reductions 


will exert upward pressure on prices. 


Under the circumstances of increasing yields due to technological factors 
and a rather static consumption, less rather than more acreage is recommended 


for Canadian growers this coming season. 
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In the longer term, the outlook for fresh potato consumption will be 
favorably influenced by the higher quality potatoes, by increased emphasis 
on the use of certain varieties for specific purposes and by better 
distribution and merchandising practices. Increased consumption of pro- 
cessed potato products is expected but in the snack food sector more 
competition will come from cereal products. The use of dehydrated potatoes 
to make chips and frozen french fries is already established and this will 
alter the demand for the raw potatoes used in these products. There 
appears to be ample capacity in Canada to produce flakes, granules, dehy- 
drated and frozen potato products yet in the last half dozen years there 


has been a substantial import of these products from the United States. 


The export of table, seed and potato products is changing. The seed 

potato certification program will give an extra competitive edge to 

Canadian seed sales. Japan, which in 1960 produced 90 percent of its farm 
products, now is able to produce only 77 percent and could become an important 
customer for some horticultural products. Changing demand patterns will 

open the way for such products as frozen french fries and potato granules 

in that market. This could offset the loss of some of our markets in the 
United Kingdom and Australia and make use of more of the present plant 


capacity. 


APPLES 


J ol eepundS 


Situation 


At the beginning of the 1971 marketing season for storage apples, North 
American supplies were about three percent more than the year before. A 
very small crop in British Columbia, larger than average crops in Quebec 
and Ontario, a much reduced crop in Washington, and large crops in eastern 
States were the significant factors. Canadian stocks of apple sauce, juice 
and canned apples Were significantly lower than the year before. Stocks 


of sauce and canned apples in the United States were also lower. 


Imports of fresh apples between July 1 and January 1, were down 18 per- 


cent compared to the previous year, and since January 1 imports are estimated 


at 13.percent less:...Exports tothe United States,,the) United Kingdomeand 
other countries were down 12.5 percent, with the largest proportional 
reduction being to the United Kingdom. Exports from Nova Scotia, Quebec 
and Ontario were in excess of last year's but very large reductions in 
exports from British Columbia brought the Canadian total to a much lower 
level than has been the case for some time. Comparative supply and 
disposition for a number of years is shown in the Chart "Fresh Apples — 


Canada'’. 


Mid-February storage holdings of raw apples across Canada were seven per- 
cent lower than those of the previous year. Although British Columbia 
supplies were much lower, Eastern Canadian supplies were 11 percent higher. 
ment out of storage since December 1 was two percent less than last year 


in total but in Eastern Canadian movement was 14 percent more. 
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FRESH APPLES, CANADA, 1959-63 TO 1971-72 
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At the beginning of the 1972 calendar year stocks of apple products were 
Significantly smaller than a year earlier except for frozen apples and pie 
filling. The stocks of sauce, for instance, were 11 percent lower and solid 
pack and juice were 36 and 16 percent lower than in 1971. The demand for 
apples by processors has been less to date. Three of the four major packs 
of processed apples (solid pack, sauce and juice) have been smaller to 


date. Only the relatively minor pack of frozen apples has been higher. 


With Eastern Canadian storage stocks of raw apples up significantly over 
last year and United States stocks 15 percent higher than the five year 
average, current prices in Ontario and Quebec are lower than in the past 
three years. Wholesale-to-retail prices in Montreal for Quebec McIntosh 
8/5 pound cello packs are $2.80 to $3.00, compared to $3.00 to $3.25 a 
year ago. For Ontario Macs in Toronto the current price per bushel is 


2.75eto $3.00, compared “to $3450 to m3. 75. 


Smaller holdings in Western Canada and the United States have resulted in 
higher prices in the west compared to a year earlier. B.C. red Delicious 
at Winnipeg were quoted at $6.35 to $6.85 per carton compared to $5.95 to 
$6.20 a year ago. Similarly B.C. Spartans at Vancouver were $6.50 to $7.00 
compared to $5.25 to $5.75. In Halifax at mid-February McIntosh, 8/5 
pounds, cello packs, Fancy grade, were selling at $4.50, the same price as 


a year ago. 


Outlook 


For the balance of the current marketing year the outlook for British Columbia 


apple growers is comparatively bright. The smaller quantities have undoubtedly 
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helped bring higher prices . This will continue for the next few months. 
Ontario (and United States) producers are also looking to these markets. 
Quebec supplies may move westward but more likely into the Atlantic 
provinces. However, aside from a small promotion for fresh apples, there 
is little reason to believe there will be a larger than usual consumption 


sufficient to affect prices for Canadian apples. 


There is not likely to be as large quantities of new crop apples from 
southern hemisphere countries entering Canada this year. Yet, affluent 
Canadians have a marked preference for non-storage apples and there will 


be some competition, especially from South African Granny Smith apples. 


There are no additional significant quantities of fresh apples expected to 
be exported during the balance of the marketing season. Since the largest 
part of the exports have already taken place and because British Columbia, 
the largest exporting province, is in short supply, this year may end with 


one of the smallest export movements on record. 


Although the usual quantity will likely be marketed, fresh apple prices 


are expected to increase Slightly as to the marketing season advances. 


The movement of apples to processing is an important part of the demand and 
has been increasing in recent years. January 1, 1972 reportshowever , 
indicate generally smaller packs and lower stocks. Therefore, for the 
remainder of the year there should be an increase in the rate of pack, 
even if only to bring it to usual levels. But the condition of current 
stocks and consumption rates do not indicate this will happen for most 


products. It is likely only that there will be an increase in the juice 


pack. 
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Canned juice, which usually brings low returns to producers, was 12 percent 
under last year's production by January 1, 1972. Juice apple prices are now 
increasing and are better than last year. With comparatively smaller stocks 
on hand, increasing quantities of appleSwill go to the processors for 
juicing. The demand for Quebec cider during the past year has far exceeded 
the supply. Although plant capacity is still somewhat limited in terms of 
current demand, significant additional quantities of apples may well go 


into this product. 


There will be a decrease, however, in British Columbia and Nova Scotia apple 
processing. As a result, the total amount going to the processors will be 
smaller than for the 1970 crop but the pack for the 1971 crop in Ontario 


and Quebec could be larger. 


Returns on a per pound basis to producers in British Columbia will be higher 
than for the year before but probably lower in Ontario, Quebec and Nova 
Scotia. Total returns, however, may be higher in Quebec, and possibly 
Ontario, compared with the previous year but will likely be lower in other 


provinces. 


World production of apples is increasing (Table 1). Since output in Canada 
and the United States is expected to increase faster than population growth, 
the orchards of tomorrow should be designed to suit this factor with 


specific objectives and goals. 
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TABLE 1 - APPLE PRODUCTION IN SPECIFIED COUNTRIES® 


Continent Crop Year 
and b 
Country 1966-67 1967-68 1968-69 1969-70 1970-71 1971-72 


million bushels 
North America 


Canada Zo. 26.2 ots Wires) Loe 2234 20-8 
Mexico 6.6 Cay G27 vgs 8.5 9.0 
United States Lee Oy! 129 82 130.1 163.4 Polis 152.4 
Total 166.2 162.1 158.3 193.9 182.4 oes 
Europe 
Austria 11.9 12.9 TOS) LOiS 9.9 or 
Belgium-Luxembourg id TARE 1527 9.8 16.4 1Se2 14.8 
Denmark 4.0 4.5 4.4 4.6 4.4 an 
France 63.9 81.4 96.7 87.8 88.3 90.4 
Germany, West Dieeas 1197.3 82.4 135.0 O50 o2. 1 
Greece Oa, 9.4 ie) 5 10.2 10.9 ie 
Italy 120.1 101.4 101.4 LOSx5 108.2 92.9 
Netherlands 18.1 2516 LS 24.9 2326 2502 
Norway 224 2.16 3.4 258 2S 2.6 
Spain 20.6 15.8 2225 20.8 20:23 22.3 
Sweden ae 2a2 ZS i eae 20S ied 
Switzerland 1 ae ne 4.8 6.6 4.7 6.6 
United Kingdom 18.1 1529 Lous ae9 26 <7. 24.3 
Yugoslavia Th 15.8 16.0 25.4 14.5 17.4 
Total 374.5 428.0 400.1 473.9 422.8 414.8 

Asia 

Japan 55 26 59.1 59.6 57.0 5455 

Lebanon Da 9.8 8.9 hee omy 7.9 
Turkey Jeli 5556 36. 7, Kee) 34d 
South America 

Argentina Ziad 24.6 VAS) 23.4 Pas apa: 22.0 
Chile SoS 5.4 5.2 4.35 4.9 ae 
Africa 

South Africa 9.6 bl 4 10.9 11.0 n30 L235 
Oceania 

Australia 19.4 19.6 Zoee Zee 2 eo genu 
New Zealand 5S 5.9 56 ae) G:t 6.9 
Total Specified 

Countries 691.9 759.5 730.4 829.5 768.6 


a Dessert and cooking varieties except in those instances where cider 
apples are not reported separately. 
b Preliminary. 


Source: Based on United States Department of Agriculture, Foreign Agriculture 
Bulletin Decidious Fruit, October 1971. 
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POULTRY AND EGGS 


J.G. Lussier 


Poultry 


Commercial marketings of all poultry meat at registered plants in Canada 
in 1971 totaled 844 million pounds, eviscerated weight equivalent, a decrease 
of two percent from 1970. The apparent domestic disappearance increased 1.2 


percent, to 854 million pounds during the same period. 


Poultry marketings from January to April, 1972 are forecast to total 237 
million pounds, compared to 247 million pounds in the same months of 1971 — 
a decrease iof, four pertent. Most of the. decrease ts expected to Deyoroiser 


turkeys (6.3 million pounds) and heavy toms (two million pounds). 


Poultry meat prices are higher than a year ago but should remain competitive 
in comparison to red meat prices. Demand continues fairly constant and an 
increase in the domestic disappearance is expected for January to April, in 


relation to the population increase. 
Broiler Chickens 


Commercial marketings of broiler chicken in Canada in 1971 totaled 532.4 
million pounds — a decrease of 4.1 percent from 1970. Domestic disappearance 
decreased by 10.2 million pounds to 535.2, a loss of 1.9 percent. Never- 
theless all marketings were absorbed plus nearly three million pounds of stocks. 


Prices to producers were higher than in 1970, 
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The January to April 1972 commercial marketings are forecast to total 176.2 
million pounds compared to 171.3 million pounds in 1971, a gain of about 
three percent. During the November 1971 to January 1972 period, the domestic 
disappearance increased two percent over the same period a year earlier while 
wholesale-to-retail prices were more than 10 percent higher than a year earlier. 
If the current firm and profitable prices are to be maintained, production 
will have to be held in check to closely parallel disappearance. Further 
price increases will be tempered. by the availability of the U.S. product. 
Current broiler prices are also due in large part to the much higher prices 


for red meats and increasingly controlled marketings. 


Turkeys 


Marketings of turkeys of all weights at registered plants in Canada in 1971 
totaled 207 million pounds — an increase of one percent from 1970. In 
addition to domestic slaughterings, 233 thousand head, mostly broilers, were 
exported live to the United States. Apparent domestic disappearance from 
commercial supplies of all turkey meat in 1971 totaled 207 million pounds, 

4,7 percent more than in 1970. Prices paid to producers for all turkeys: 
broilers, heavy hens and heavy toms were sharply below year-earlier levels 

at most major markets. Broiler turkeys marketings at registered stations in 
Canada in the January - May period of 1972 are forecast to decrease about 

22 percent from the similar period in 1971. Producer and wholesale-to-retail 
prices for the last three months have been up nearly 10 percent over a year 
ago, but stocks grew 1.6 million pounds during January. However, the expected 
decrease in marketings from a year ago will become more pronounced in February, 


March and April, and should keep prices firm as summer approaches. 


LO 


During the January - May period of 1972, 315 thousand hens are expected to 
be marketed, a decrease of 13 percent. Indications are that 480 thousand 
toms will be marketed during the January - June 1972 period, a decline of 


225 thousand,or, 33 ipercent»;from 197d, 


Domestic disappearance of heavy turkeys in the first half of 1972 is not 
likely to change much from the 28 million pounds in 1970 and 29 million 


pounds in ‘1971... Prices to producers are expected to remain fim. 


The United States is expecting a moderate expansion in chicken broiler 
production this year following a year of little change. The increase may be 
about five percent, in line with the trend of the past decade. .The turkey 
growers of 20 states representing 95 percent of the turkey crop, report 


intentions of growing 116.6 million turkeys, one percent more than 1971. 


Eggs 


In 1971, the ratio of eggs marketed through registered stations to total 
eggs produced has been 64.7 percent, some two percent higher than 1970. 
Moreover this ratio generally goes down from October to December, but 
this year it has gone up to over 66 percent. Accordingly the ratio for 
estimates of egg marketings has been set at 65 percent until June. Egg 
marketings at registered stations in 1971 totaled 10.7 million cases, an 
increase, of. 4).8) percent overr1970.°@Most of: the increase occurredsfzom 
January to August. The actual increase in total production, according to 
Statistics Canada, was 125 thousand cases or 0.7 percent. This again 


points to the higher ratio of eggs going through registered stations. 
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PULLET LAYER NUMBERS IN CANADA 
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EGG PRICES IN CANADA 


hoa (To producers at Registered Stations — Weighted for All Grades.) 


Marketings through registered stations from January to June 1972 are ex- 
pected to show a decrease compared to the same six months of 1971. Even 
through more fowl are being slaughtered than one year ago, there is a 
concerted effort being made by provincial marketing boards to ensure 
greater returns to producers by increasing the rate of slaughter. The 
December 1, 1971 poultry survey by Statistics Canada shows 28.0 million 
hens and pullets over five months of age on farms, this compares with 
29.9 million on December 1, 1970 — a reduction. of six percent. fhe 
ratio of large eggs to small eggs now being marketed suggests that the 
proportion of old hens on farms is much higher than in previous years. 
Egg prices to producers for all grades, averaged 25.4 cents per dozen in 
1971,..4.2¢ cents, less than.in.1970.5. For, most of December 197k. pricesewere 


above, 52. Cents (per. dozen, 


Demand for eggs is generally down after the holiday season, but this year 
prices dropped from 32.5 cents, at the end of December towe246 cents per 
dozen for the week of February 19 — this is lower than a year ago when 
both production and marketings were higher. Another depressing factor is 
that storage stocks of frozen eggs are almost double what they were a year 
ago and processors are little inclined to buy eggs at any price. The 
ultimate decrease in total volume of eggs marketed in the first half of 
1972 and the rate of increase in producer returns hinges on the number of 
old layers eliminated and the speed in which this takes place and the 


continuation of the reduced number of laying birds. 


In the United States, expectations are that egg prices will average above 


year earlier levels next summer and fall. Egg output in 1971 totaled 200 
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million cases, close to the record, because of more layers in the flock 
early in the year and a higher rate of lay throughout the year. In the 
first half of 1972 a slightly smaller flock may offset the higher rate of 


layeexpected>) Production. for) 1972: may-‘continue near.1971 levels-. 


Import and export movement of eggs has been minimal in early 1972, no 


change is expected in this movement in the foreseeable future. 
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SPECIAL CROPS 


Raby iMiller 


Sugar Beets 


Beet sugar production in Canada in 1971 was 287 million pounds, 60 million 
pounds more than in 1970, close to 1969 levels. Stocks of beet sugar held 
by Canadian refiners on December 31, 1971 stood at 250 million pounds, 
nearly 35 million pounds more than a year ago. Total sales of beet sugar 


in 1971 were 253 million pounds, almost five million pounds more than in 1970. 


Since the beginning of the current crop year several factors have combined 
to produce a sharp increase in the world price for sugar. The average 
London Daily Price for raw sugar during September was 4.6 cents a pound. By 
January the L.D.P. monthly average price was 8.9 cents a pound. As a result 
of the record crop in Western Canada last year, some reduction in sugar beet 
acreage is expected for 1972. Quebec sugar beet production is é€xpected) to 


remain unchanged. 


Dry Beans 


The overall demand for beans remains strong in both domestic and export 
markets. Most of the 1971 crop of Ontario white pea beans has been sold at 

a record average wholesale price. Exports are expected to make up 60 percent 
or more of total sales. Producer returns for white beans from the 1971 crop 
could average as high as $10.25 per hundredweight compared with $9.52 from 
the 1970 crop. The Ontario acreage of white pea beans in 1972 is expected 


to increase by up to 20 percent. 
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SUGAR BEET PRODUCTION — CANADA 1962-1971 
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Supplies of yellow-eye beans from the 1971 crop are large. About half the 
crop has been sold, most of it to the domestic market at prices about the 
same as last year. Attempts are currently being made to find export outlets 
for the balance of the crop. The acreage to be planted to yellow-eye beans 


in 1972 should equal or even be slightly less than last year. 


Dry Peas 


North American supplies of dry peas are sharply higher now fen at the same 
time last year. Overall demand is weaker as export sales are lagging behind 
last year by 10 to 15 percent. Therégappears toybe Iattle prospece of any 
improvement in this situation for the balance of the crop year. A possible 
record “carryover is “expected Jat the Yéndwof *the Current crop ivéarrerAgethe 
present time, Canadian prices for dry peas are about the same as last year, 
but they may deteriorate in coming months, as the size of the carryover 
becomes apparent. The acreage of dry peas in Canada in 1972 is expected to 


decline, perhaps sharply, from the level of 1971. 
Buckwheat 


There are signs of continuing interest among export customers for Canadian 
buckwheat, particularly in Japan and the Netherlands. However, more than 
ample supplies continue to have an adverse effect on prices. The acreage 
tobe planted ingi972 ishexpeeted to wer thetsame*or* slightly lessmthanplast 


years “level, 
Must ard 


The 1971 mustard seed crop in Western Canada, 235 million pounds, was produced 


on a total of 265,000 acres. Yellow mustard, at 129,000 acres, accounted for 
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close to half the seeded acreage with oriental and brown mustard types at 


81,000 and 55,000 acres. 


Export demand for Canadian mustard seed increased in 1971 by ten percent to 
169.6 million pounds. However, with ample supplies in store, contract 

prices in 1972 are expected to be the same as last year — about four cents a 
pound for yellow mustard and 2 3/4 cents a pound for the brown and oriental 
types. The I972 acreage is expected to be close to the level of last year — 


about 265,000 acres. 


Tobacco 


Sales of domestically produced cigarettes in Canada in 1971 increased by two 
percent to 50.9 billion units. Sales of domestically produced cigars increased 


by 41 percent Co 621 milion untts? 


Exports of Canadian flue-cured leaf increased in 1971 by two percent to 48.5 
million pounds. Leaf exports of Canadian burley increased by 14 percent to 


483,301 pounds. 


Sales of Ontario flue-cured tobacco by auction to February 25, totaled 141.8 
million pounds, 14 million pounds more than for the same period last year. 
The average price_to this date was*66752"cents a° pound.” For the same period 


last year the average price was only slightly more, 66.88 cents a pound. 


A further reduction in total flue-cured acreage is possible in 1972. The 
acreage of Cigar tobacco in Quebec is expected to exceed 1971 levels. There 


may also be a slight increase in the Ontario burley acreage. 
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SEEDS OUTLOOK 


Cereal, Oilseed, Corn and Forage Crop Seeds 


Adequate supplies of most cereal and oilseed varieties will be available to 
meet expected domestic demand in 1972. Seed growers have harvested sufficient 
seed of the low-erucic acid varieties Span, Zephyr and Oro to meet the ex- 


pected needs of commercial rapeseed producers. 


Seed supplies of most of the principal crops used for forage will be sufficient 
to meet normal domestic demand. However, some seed, mainly certified alfalfa, 
will, as in past years, have to be imported from the United States where supplies 
are available. There are plentiful supplies of a number of kinds that are 
produced mainly for export such as alsike, clover, single-cut red clover, sweet 


clover, creeping red fescue, and meadow fescue. 


The export market for seeds is generally stronger than a year ago. Retail prices 
for most forage seeds in 1972 are not expected to change substantially from 1971 


levels and prices for some may be slightly reduced. 


The continuing demand in Europe and Japan for certified seed of adapted varieties 
is expected to result again next year in an expanded acreage under the O.E.C.D. 


Seed Certification Scheme in Western Canada. 
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ALTERNATIVES IN ECONOMIC POLICY 


FOR CANADIAN 


AGRICULTURE 


International trade and market development is the most 
important source of new revenue to generate agricultural 
growth. 


Rural affairs, farm development and income distribution 
are areas which require, and will respond to, expanded 
and improved policy. 


Food should be produced for a specific market - not 
produced in hope of later finding a buyer and a 
profitable price. 


Planning should bind these policies into a cohesive 
program. 


The Problem in Review 


The rapid rate of technological progress in the farm 
sector in Canada over the past twenty years has greatly 
increased the productivity of agriculture so that signi- 
ficantly fewer total resources are now required to 
produce a given volume of output. Farmers have 
achieved the impressive increase in productivity by 
increasing the yields per acre and per unit of livestock, 
and by replacing labor with various forms of capital. The 
adoption of the new technology has had a major impact 
on agriculture. The following are some of the more 
important aspects. 


First, the process has made the total output from 
agriculture buoyant because additional capital inputs 
such as equipment, fuel and fertilizer, and technical 


*Dr. Anderson is an Economic Planning Advisor in the 
Economic Policy and Planning Secretariat of the Economics 
Branch, Canada Department of Agriculture, He has a unique and 
invaluable background of training and experience. Dr. Anderson 
has held senior university and research positions, been elected to 
top offices in professional organizations, been involved in major 
policy enquiries and has had years of international policy 
advisory experience, 
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W.J. Anderson* 


improvements such as better varieties of crops, more 
productive breeds and scientific feeding of livestock, 
have tended to increase the total output of crop and 
animal products. 


Second, farmers have expanded the scale of farm 
operations by investing in land and machinery as they 
adopted the capital-using and labor-saving technology. 
Simultaneously as a result of this investment farms have 
undergone major structural changes because the amounts 
of land, machinery and equipment per farm have been 
increased absolutely as well as relative to the amount of 
labor input. An indication of the shift in the structure of 
the farm business is that since 1951 the labor input in 
agriculture has decreased by about 50 percent while the 
capital input has increased by a large amount. 


Third, the persistent tendency for output to expand has 
caused supply to outpace demand from both export 
markets and domestic sales. The basis of expansion of 
the latter -is almost entirely restricted to population 
growth, there being little impact on the demand for food 
arising out of growth in consumers’ incomes. In many 
instances export markets have been restricted by foreign 


governments whose policies preserve their domestic 
markets for the expanding output of their,own agricul- 
ture. 


This propensity of the output of Canadian agriculture to 


expand faster than demand has tended to keep farm 
prices low, which has resulted in favorable consumer 
food prices. However the other side of the coin is that at 
these prices farm income has tended to be insufficient to 
net an acceptable rate of return to the resources used in 
agriculture. For example, in the post-war period, 
characterized by rapid technological advance, the net 
returns to labor in the farm sector have been only 
one-third to one-half that of labor returns in the rest of 
the economy. Nevertheless farmers have been impelled 
to invest to become more capital intensive because this 
helps to reduce the costs of production. As one might 
expect under these circumstances some farmers simply 
do not make it, and this accounts for much of the 
poverty and low income which is found in rural 
communities. 


The result is that the farm population has not fully 
shared in the growth of the real national income per 
capita even though agriculture has made significant 
contributions to that growth. This phenomenon has 
persisted as a national problem even during the periods 
of full employment and economic expansion of the 
fifties and sixties, and measures designed to alleviate it 
obviously have not been sufficient to bring labor income 
in agriculture to a par with that of other industries. 
Socially it becomes a problem, not only in terms of 
equity and distribution of the national income, but as 
fulfilling any sense of reward for services rendered, 
because the overall performance of agriculture in terms 
of productivity has been an important contribution to 
the growth in the level of real income in Canada. 


The Main Policy Ingredients 


The policy mix which has guided the development of 
Canadian agriculture covers five main areas which 
contain the goals of agricultural policy. Over the years 
these have had the support of the agricultural commu- 
nity as well as the general public, and have formed the 
basis of policy in both Federal and Provincial jurisdic- 
tions. The five ingredients are: 
(i) to maximize agricultural productivity, 
(ii) to permit competition to be the chief regulator 
of resource allocation, 
(iii) to encourage small, non-integrated, family con- 
trolled farm business units, 
(iv) to support the shift to capital intensity, 
(v) to develop agriculture with an orientation to inter- 
national trade. 


bo 


The emphasis on productivity, competition and family 
farms comes from conservative and agrarian traditions 
based on the classical intellectual views of population 
growth, competition, land supply, and technological 
advances in agriculture. 


In the classical model, population growth is the 
dominant dynamic variable that shifts the demand for 
food. Moreover the Malthusian doctrine held that the 
growth of population is a powerful force creating a 
demand for food that strains resources to produce more 
than subsistence. This implies that the expansion of food 
production is of the utmost importance to society 
because food would tend to be scarce due to the growth 
in population. 


The classical view with respect to land is based on the 
Ricardian observation that land is limited in amount and 
variable in quality. His analysis revealed that the returns 
to land currently under cultivation would increase as the 
intensity of cultivation increased, and as the pressure of 
demand brought progressively inferior land into pro- 
duction when population increased as foreseen by the 
Malthusian analysis. 


A point from John Stuart Mill was that economic 
progress and growth would tend to increase the prices of 
agricultural products relative to manufactured goods. 
This conclusion came from two assumptions. One was 
that the possibilities of innovations were less in agricul- 
ture than in manufacturing; the other was that the 
expansion of production in agriculture involved 
increasing costs per unit of output while manufacturing 
expanded at decreasing cost. The increasing cost of food 
production in the classical model then came about either 
because of lower yields as agriculture expanded into 
inferior land or because of diminishing returns as 
operations were intensified on land already in use; in 
manufacturing however the classical model did not 
identify a factor such as land which would provide a 
similar cost barrier to the expansion of output. 


The combination of the classical views with respect to 
population growth, land scarcity and slow technological 
progress in agriculture has sobering implications. One 
suggests that food would tend to be in short supply as 
population growth puts pressure on the land resources. 
The rent theory shows that the greater the need for food 
the greater would be the share of the national income 
accruing to land which indicates that income distri- 
bution would be increasingly regressive as population 
growth takes place. Thus land owners would become 
better off while everyone else became poorer. The 
outlook for slow progress in agricultural innovations 
further supports the pessimistic outlook. 
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Another feature of agricultural policy with a classical 
origin is the belief that competition is the best incentive 
to induce an industry to make the optimum use of 
resources to produce what society demands. This has led 
to respect for private ownership of resources and for free 
markets for marketing products. Morevoer the impli- 
cation of classical analysis is that the bargaining position 
of food producers would be strong due to the steadily 
rising demand. Therefore, it would seem logical to 
accept competition to restrain the tendency of food 
prices to rise. 


The motivation for capital intensity stems from the 
nature of technological advances, which have been labor 
saving and capital using; the heavy reliance on inter- 
national trade emerges from the extent and nature of 
agriculture’s natural resource base in Canada, and the 
need for foreign exchange to pay for imports and returns 
on foreign investment. 


Policy Implications 


The policy implications of the classical analysis which 
would be in the general interest are mostly consistent 
with those which would satisfy the particular interests of 
agriculture. This fact probably accounts for the universal 
support which has been received for the main thrusts of 
agricultural policy. For example the individual farmer’s 
interests and those of the consumer agree that it would 
be desirable to advance the productivity of agriculture as 
much as possible. Hence the general approval of the 
productivity theme as the main feature of public policy 
for agriculture, e.g. to support research in product 
development and resource use, to offer professional 
education and extension services, and to administer 
regulations associated with product standards and 
disease control. Also farmers have been urged to enlarge 
the farm business units and to make them capital 
intensive, both of which have been fostered by making 
capital available from public institutions on generally 
better terms than have prevailed in the private financial 
market. 


One concern arising out of the classical view would be 
with distributing the benefits from the expected increase 
in land values. Canadian policy has met this concern by 
distributing land ownership as widely as possible among 
farmers. As an example, in the days of Western 
settlement the large public domain was converted to 
private ownership by making land available in small 
units, thereby distributing it among a large number of 
people. More generally agricultural policy has continued 
to encourage, by various means, the medium-size, land 
owning, owner-operated, family-type farm as the basic 
business structure in the farm sector. This satisfied the 
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agrarian view of fairness, and preserved classical compe- 
tition which was strongly supported by the widespread 
respect among farmers for individual effort and initia- 
tive. This policy by coincidence also produced about the 
right scale of farm enterprise for the then existing 
technology, and about the right amount of capital 
accumulation for a private retirement fund. 


This classical agrarian orientation of agricultural policy is 
not a satisfactory basis for understanding the income 
problem which arises when supply tends to outrun 
demand. So agricultural policy has gone warily into 
those programs aimed to supplement income because 
guidelines to income standards are not included in the 
classical system. Moreover, the process of maintaining an 
adequate income is fraught with controversy not only 
between farmers and consumer-taxpayer interests, but 
within the farm sector itself. Accordingly the farm 
income problem has been approached gingerly and with 
less than comprehensive programs, implying that the 
problem was an emergency rather than a chronic one. 


Examples of excursions outside the classical framework 
are modest price supports under the guise of sta- 
bilization, though the recent two price system for wheat 
is more overtly an income transfer, some direct income 
supplements justified on the concept of short run 
stabilization, and some resource development programs. 
Laws have been enacted to strengthen farmers’ 
bargaining power in the domestic market by permitting 
the formation of producer controlled marketing boards. 
No attempt has been made to reduce the intense 
competition among farmers for land resources or in the 
race to adopt new technology. Other programs are in the 
making to enable farmers in the older age groups to 
retire and to provide adequate education, social services, 
farm capital and management services for those who 
remain in agriculture. There is also some move to 
reallocate the use of farm land which technological 
development has rendered obsolete. For the most part 
the policies which depart from the classical ones have 
been designed to correct what seem to be weaknesses in 
the commodity and factor markets. 


Additional Considerations for 
Policy Making 


Present Day 


Contemporary and future agricultural policy has to build 
upon this background and take into account new social 
and technological factors together with the contem- 
porary facts of Canadian economic life. 


General - The most important characteristics of the 
technological and social factors which affect policy 
making and planning are: 


(i) the increasing rate at which new technology is 
created quickly makes current technology, 
machinery, skills and organizational structures 
obsolete; 

(ii) a new awareness of social and political problems 
has made policy making a much more intricate 
and sensitive task; 

(iii) new management techniques in the areas of risk 
and uncertainty allow managers to control larger 
and more complex systems. 


The first point relates to the time dimension. Historical- 
ly as major social changes associated with, for example, 
the agricultural revolution, the industrial revolution or 
the decline of the fuedal system took place, the rate of 
change was sufficiently slow to permit new institutions 
to evolve. Even so, the process was traumatic during 
various stages in these social evolutions. Now the world 
is confronted with exponential rates of change in major 
variables. For example, modern technological capacity 
includes the possibility of weather control, of ecological 
control and of the use of computers to displace 50 to 70 
percent of the manpower now used. On the other hand 
saturation points are being reached in some of the 
resources. Scientists speak of the complete depletion of 
mineral and traditional energy resources in the near 
future. Some of the macro-natural resources such as the 
atmosphere, the oceans, and the Arctic land masses are 
in danger of permanent damage from pollution. The 
adaptation of institutions to cope with these changes at 
the rate at which they are occuring taxes the 
imagination. 


The second point concerns the incisive social and 
political awareness of recent years, which insists that 
good business policy should also be good social policy, 
that demands more accountability from special interest 
groups and that raises human considerations in the scale 
of values. Only recently has industrial planning and 
policy making had to pay serious attention to other than 
the classical technological and economic factors. Now 
broad social and political issues with imprecise quali- 
tative and difficult-to-measure variables characterize 
issues in these areas and these issues have advanced from 
their background status to a more prominent position. 
Who would have thought ten years ago that institutions 
would have developed the sensitivity to social and 
political variables which now permeates the decision 
making process? Consumerism, the rights of minority 
groups, pollution, environment and other social costs as 
well as income distribution have been elevated as public 
issues, so that all organizations, private and public, have 
to include them in the planning calculus. In addition to 
the internal complexities which these considerations 
introduce, they also force organizations to consider the 


wider social implications in decision making, and to give 
greater weight to the qualitative considerations. 


The third point concerns the developments in manage- 
ment technology which have provided a substantial 
improvement in the tools to deal with the interaction of 
variables, probabilities and information flows in a 
complex system. The new information generated by 
management technology has greatly increased the 
knowledge of the dynamics and interactions, and the 
power to control an organization. This enables manage- 
ment to view the organization as a system in which 
management’s role is to control a complex system 
characterized by variety rather than simply managing 
machines, men and money in a line organization. That 
concept of management greatly increases the potential 
of rational planning for an industry. 


The result in respect of policy and planning is that the 
continual growth of technology in the computing- 
communication area has enabled organizations to cope 
more easily with the forces of change. That fact, 
together with general technological capabilities, leads to 
the possibility of constructing the future rather than 
forecasting it by extrapolation. On the other hand, the 
rapid rate of change coupled with greater social and 
political envolvement increases the number of variables 
and enhances the degree of uncertainty. Thus, one who 
holds that the variables can be managed so as to control 
the future also has to take into account the fatalistic 
view that the course of events is too rapid and too 
complex to be manipulated so as to achieve a meaningful 
optimization. 


The preceding paragraphs briefly indicate that additions 
to classical considerations in planning and_ policy 
formulation include new analytical tools in management 
technology, new complexities of social and political 
awareness, and the fact that the rate of change of all 
variables has been telescoped, thereby increasing the 
urgency of decision making. The danger is that the 
greater complexity of the variables, combined with 
shortening the time factor, may prevent society from 
making use of the power inherent in modern technology 
to manipulate the variables so as to maximize the total 
social benefits. 


Contemporary 


Within that broader background the formation of 
agricultural policy has to take account of several facts of 
Canadian economic life. 


One is that the Canadian economy has experienced 


unemployment at a disturbingly high level over the past 
few years, and that large numbers of persons are in the- 
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age groups which will put them on the labor market in 
the 1970’s. Also, there has been a significant increase in 
the interest rate. These make it more difficult to pursue 
the high labor productivity, high capital intensity goal. 


Recently the world has had to face up to some major 
issues concerning trade policy, the balance of payments 
problem of the United States, and exchange rates, the 
total of which has had far reaching implications to 
Canada’s international trade position vis-a-vis the United 
States, and to agricultural trade in particular. The 
pressure that impelled the United States to insist on 
changes in trade and exchange rate policies had been 
building up for some time. In the absence of a 
self-adjusting mechanism provided by flexible exchange 
rates, the situation led to a chronic trade deficit in the 
balance of payments of the United States. Rather 
suddenly the United States announced that it could no 
longer tolerate the continued imbalance and proceeded 
arbritrarily and dramatically to apply a surcharge and 
other powerful techniques to reduce the deficit. By so 
doing the United States highlighted its balance of 
payments difficulties and this forced certain countries, 
such as West Germany and Japan, to revalue their 
undervalued currencies. It accomplished what the United 
States also wanted, namely to induce the trading nations 
to examine the entire structure of world trade with the 
objective of liberalization. 


From the broader changes in international economic 
relations the United States has emerged in a new more 
powerful position as an exporter. To exploit this 
position, the U.S.A. has embarked upon strong export 
promotion programs designed to increase the physical 
volume of exports, which, together with a generally 
devalued dollar, will redress the unfavorable balance of 
payments in the trading account. The result is that the 
U.S.A., always a formidable competitor in both Canada’s 
export and domestic agricultural markets, has now 
emerged in an even stronger position and with a more 
aggressive stance, by virtue of the devaluation of the 
over-valued dollar and the concerted effort to step up 
agricultural exports. 


Another factor on the international front is the green 
revolution which is making a considerable impact on the 
yields of cereal crops in the hitherto low productivity 
regions of the world. Already it is clear that the green 
revolution will considerably change the basic supply 
prospects. In so doing it may introduce a new source of 
cereals for the international market in that some 
developing countries may find the need for foreign 
exchange a sufficient incentive to become exporters of 
cereals. Furthermore, the new potential from developing 
countries in cereals has been augmented by greater 
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productivity in the developed countries so that all told 
the prospect is for a buyer’s market in cereals. 


Other issues with strong social overtones have come to 
the fore, such as concern for the overloaded environ- 
ment, pollution, and food safety. The cost of coping 
with environmental problems and pollution will reach 
staggering amounts, and for the future one can be 
certain that the public will insist that they become part 
of the costs of the particular industries which are 
associated with pollution. Costs related to food safety 
and some other aspects of pollution may fall on 
agriculture, but how much this will amount to is not 
easy to determine. In the area of social factors, the 
recognition that poverty is a serious social blight, the 
concern for a balanced regional development and the 
overall problem of the rural community have all surfaced 
as part of the set of problems for agricultural policy and 
planning. 


Alternative Approaches to Policy 


1. Maintain the current approach which is based on 
productivity, capital intensity, international trade, 
competition and family farms as described above. This 
philosophy is not laissez-faire because the government 
assumes an active and positive role in promoting these 
goals, but it does not enter directly into production 
decisions or resource allocation. 


Continue to supplement this approach, as has been done, 
by various measures as the need becomes apparent. 
Examples are: income stabilization, income transfers, 
strengthening producers’ bargaining power and regional 
development assistance. These have been introduced to 
deal with the income problem which comes about in the 
circumstances of the rapidly advancing labor saving 
technology, because the immobility of labor is such that 
it takes a severe squeeze on income to effect the needed 
transfer of labor. The fact is that the lives of people are 
too short to make the income squeeze a satisfactory 
technique to obtain equilibrium returns to labor in 
agriculture. 


The approach has a distinct middle class farmer bias. It 
looks with disfavor on large scale farm operations and 
particularly those which are vertically integrated down- 
ward from the top of the marketing chain. It does not 
come to grips with the poverty problem in agriculture or 
the strains on the rural community when depopulation 
occurs. 


2. There are proponents of a policy approach which 
would shift the emphasis of agricultural policy to 
maximizing returns from the domestic market. This 


approach would take advantage of the inelastic nature of 
the domestic demand for food, and use restrictive supply 
management techniques to raise prices, thereby 
increasing the revenue of agricultural producers. 


This would be an inward looking approach and would 
regard the export market as a secondary source of 
demand whose influence on domestic prices should be 
minimized. This attitude toward foreign trade is support- 
ed by the argument that international agricultural prices 
and the volume of trade have been distorted by other 
countries’ agricultural policies. These have encouraged 
overcapacity, which has led to restrictions on imports 
and subsidies to exports, which, in turn, have resulted in 
“unrealistic” prices in international markets. 


This policy, in order to be effective, would have to be 
based on four main operational features, (i) import 
restrictions and/or tariffs would be needed to secure the 
domestic market, (ii) farmers’ production and/or 
marketing decisions would have to be controlled by 
quotas under government management or farmer 
controlled boards, (iii) agricultural commodities not sold 
on domestic markets would be exported, (iv) the highest 
domestic prices would be paid either by consumers as 
higher food prices or by taxpayers through government 
subsidies. 


The approach contains built-in conflict-inducing ele- 
ments between agriculture and the rest of Canada in that 
the high price policy would be regressive in its income 
effect on consumers and/or would add an additional 
burden to the taxpayer. As between farmers, quotas, if 
negotiable, would give flexibility to individual farm units 
but quota values so established would confer windfall 
gains to the original owners of quotas. On the other 
hand, if not negotiable, quotas would grant exclusive 
rights to produce. Moreover, since the approach is 
inward looking and non-developmental it would entail 
massive problems of resource adjustment as agriculture 
adapted to the small but secure domestic market. This in 
turn would generate severe regional conflicts of interest 
among farmers to share the restricted domestic market. 


In addition to the fact that an inward looking 
approach to agricultural policy is essentially a negative 
one, such an approach also projects a false image of 
agriculture, portraying it as an industry which is not 
capable of standing on its own. On the contrary 
agriculture has an excellent record of performance which 
is the more impressive since it has been achieved in a 
market environment where imperfect competition has 
favored the buyers of farm commodities and the 
suppliers of farm inputs. Moreover the protection and 
subsidies received by agriculture have not been large in 


relation to the contribution to Canadian economic 
growth which low food prices have made to capital 
accumulation, the large amount of agricultural export 
revenue has done to support the value of the dollar, and 
the declining farm labor force has contributed to the 
supply of labor available for industrial expansion. 


The restrictive approach also overlooks the position of 
comparative advantage which Canadian agriculture holds 
in some commodities and could probably attain in 
others by reason of the high level of skill and manage- 
ment ability in agriculture plus the advanced production 
and marketing technology, the research facilities, the 
infrastructure and the favorable natural resource base 
available to it. 


3. A more positive approach would be one that 
exploits these agricultural assets and builds upon the 
good features of traditional policy by extending those 
already underway. 


Essentially this would involve adopting an outward 
looking and expansionary approach that would take a 
more comprehensive view of agricultural policy than the 
current one, would be more market oriented and more 
aggressive in international trade, would be expansionary 
and developmental in its outlook, and contain a greater 
element of concern for the economic and social well- 
being of agriculture. In contrast to the inward looking 
approach, which would emphasize restriction and 
resource adjustment, this one would concentrate on 
comparative advantage, resource development and 
expansion. It would therefore tend to obliterate regional 
conflicts of interest by providing the policy base in 
which farmers, agribusiness, provincial governments, the 
Federal Government, consumers and regions would have 
a mutual interest. The approach would be expressed in a 
development oriented, outward looking set of agricul- 
tural policies, based on confidence that (i) Canadian 
agriculture will remain efficient and competitive and (ii) 
international trade is very significant to Canadian 
agriculture, contains a strong potential for expansion, 
and can be further liberalized. 


Operationally such an approach to policy would contain 
four significant features: (i) a great deal of emphasis 
would be placed on foreign trade policy and foreign 
market development as the source of new revenue for 
agricultural development; (ii) the policy responsibility 
would be much expanded in the area of rural affairs, 
farm development, and income distribution; (iii) the 
various elements of commodity programs would be 
integrated under a food systems management in which 
the goal of productivity would be pursued with a full 
market orientation; (iv) unified leadership and planning 
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would be provided to integrate the commodity 
programs, resources development (research), and the 
policies for rural affairs, farm development and income 
distribution. 


This approach would rely heavily on sophisticated 
forecasting of market needs, indicating optimum 
resource allocations and persuading government institu- 
tions, farmers and processors to allocate resources and 
make production decisions to produce at a profitable 
level and avoid surpluses. The resource allocation 
problem would be assisted by farm development 
programs and with more emphasis on human develop- 
ment and income distribution. Commodity stabilization 
programs would be consistent with this approach. The 
direction of research and other services for agriculture 
would be guided into areas of most likely payoff. 


The area of greatest significance is the one of inter- 


national trade and market development. Herein lies the 
most important source of new revenue to generate 
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agricultural growth. It is also the area of greatest urgency 
for action because of the far reaching developments in 


international economic relations which are now taking 
place. Knowing that Canadian agriculture has the assets 
to give it a competitive advantage in many commodities, 
Canada cannot lose by pressing hard in this area. 


There are five main ingredients to taking this aggressive 
stance: (i) press the case for Canadian agricultural 
products in the GATT negotiations; (ii) join with the 
U.S.A. in pressing for longer-term world trade liberali- 
zation; (iii) be aggressive and sophisticated in developing 
export markets — this means careful analysis of the 
income and subtleties of consumer preferences in various 
countries both where we now export and where there is 
a potential for exports; (iv) keep the value of the 
Canadian dollar so as to make Canadian dollar revenue 
from agricultural exports as high as possible; (v) 
recognize that our competitors are using food aid for 
export market maintenance, penetration and develop- 
ment. 


CHANGING COMMUNITIES IN 


RURAL SASKATCHEWAN 


“the downward trends in the smal! communities 
will continue... (and) many communities... 
may well disappear, as indeed some already have.” 


Many small prairie communities are in a serious situa- 
tion. As the rural to urban movement continues, some 
small communities are contracting. As farms expand and 
mechanize, the small community is left with fewer 
people in its surrounding area. More and more people are 
becoming concerned with the problems of these rural 
and agricultural communities. Research is now underway 
by several agencies in an effort to measure and analyze 
the problem. 


The Economics Branch is presently conducting research 
and publishing reports under the general title Prairie 
Regional Studies in Economic Geography(1) which 
describe the socio-economic conditions in selected 
regions. The emphasis throughout is on grain farms and 
the communities which serve them. Two of the most 
recent reports describe the Weyburn and Eston-Elrose 
regions of Saskatchewan. These two areas comprise 7.5 
million acres and contain 132 communities (grain 
delivery points). 


The objectives of this article are: 

1) to summarize and highlight the major characteristics 
of the various types of communities in these two 
regions and to discuss the trends occurring in the 
numbers and kinds of services, population, and post 
office revenues in the communities. 

2) to summarize and highlight some of the relation- 
ships and trends in grain marketing in the 
communities. 

3) to comment on the future of small communities in 
the light of these trends. The findings of researchers 
Zimmerman and Moneo(2) are also considered. 


*Mr. H.R. Fast has been an economist in the Regina office of the 
Economics Branch for the past three years. He has co-authored 
two of the Prairie Regional Studies reports and is currently 
working on others in the series. 


Henry R. Fast* 


COMMUNITY CHARACTERISTICS 


Types of Communities 


The communities were classified into groups. This 
classification is based primarily on the number of retail, 
commercial and public services in each community. 
(1) “Too Small to Classify” - communities offering 0 
tc 2 services, 
(2) “Hamlets” - 3 to 10 services, 
(3) “Villages” - 11 to 35 services, 
(4) “Towns” - 36 to 74 services, 
(5) “Greater Towns” - 75 or more services but 
excluding “‘Cities”’, 
(6) “Cities” - number of services are not specified. This 
classification is applied to communities generally 
accepted to be a City’ 


Table 1 shows the distribution of the number of 
communities in each classification. Of 132 communities 
or grain delivery points in the two regions 37.1 percent 
were Too Small to Classify, the largest category. Villages 
and Hamlets were next, 26.5 and 22.0 percent 
respectively. In other words, 85 percent of communities 
fall into the three smallest categories. While the data for 
each region are not shown separately, the distribution by 
type of community and the average number of services 
per community were found to be very similar between 
regions. 


'The service classification used in the Weyburn study was slightly 
different than that of Eston-Elrose. However, for purposes of 
analysis in this article the classification was modified to coincide 
with the Eston-Elrose study. 


CANADIAN FARM ECONOMICS Vol. 7 No. 2 


Table 1. Distribution of Various Types of Communities in the 
Weyburn and Eston-Elrose Regions of Saskatchewan 


Type of Community No. Percent 
Too Small to Classify 

(0-2 services) 49 Sia 
Hamlets 

(3-10 services) 29 22.0 
Villages 

(11-35 services) 35 26.5 
Towns 

(36-74 services) 11 8.3 
Greater Towns 

(75 or more services) 6 4.6 
Cities 

(Not specified) 2 1.5 

TOTAL 132 100.0 
Services 


A clear picture emerges when one begins analyzing the 
various characteristics of communities in each classifi- 
cation group. 


The average number of services in each type of commu- 
nity is also shown in Table 2. A typical Village had 18 
services, a Hamlet seven and a community Too Small to 
Classify had less than even a single service. Those 
communities with zero services consisted of single- 
elevator points that had been completely abandoned or 
were just being used for grain storage. The average Town 
had triple the number of services (53) of a Village, 
despite the definition of Towns being places with a 
maximum number of services only double that of 
Villages. The average number of services in a Greater 
Town nearly triple again to 147. Because of the wide 
range and complexity of services available in a City, it is 
difficult to establish a norm for this category. The only 
Cities in the Weyburn and Eston-Elrose regions are 
Weyburn and Estevan and it is estimated that each of 
them has 350-400 services. Again, it is true that 85 
percent of the communities had only 18 services or less, 
on the average. It should be stated that the survey 
included all communities in these regions, not just a 
sample. 


Figure 1 depicts the geographic areas and communities 
in the Weyburn and Eston-Elrose regions and symboli- 
cally shows the geographic distribution of the commu- 
nity types. In general, Greater Towns and Towns have 
developed in a fairly well spaced pattern, with numerous 
smaller points in between along the railway lines. 


What kinds of services does one typically find in the 
various types of communities? Again, a definite pattern 
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can be distinguished in that communities within each 
classification have similar kinds of services. Table 2 
clearly illustrates this point. Communities Too Small to 
Classify had none of the services listed except perhaps a 
grain elevator. Approximately 67 percent of the 49 
smallest communities had at least one active elevator. At 
the other extreme, Cities had all services listed while two 
thirds of the Greater Towns had a funeral home, 83 
percent had a hospital and 100 percent had all the other 
services listed. 


Most Hamlets have a post office, church or meeting hall, 
and a general store but there is a less than 50 percent 
chance of finding any other kind of service. About three 
quarters of the Villages have a school but only 17 
percent offer senior matriculation. 


Just as one can organize communities into a hierarchy, 
services can also be ranked into a hierarchy by their 
degree of specialization and by frequency. In Table 3, 
services are in descending order of frequency from left 


to right. 


Table 2. Average Number of Services and Population of Various 


Types of Communities in the Weyburn and Eston-Elrose Regions 


Avg. No. Avg. 
Type of Community of Services Population 
Too Small to Classify (0-2) Less than 1 8 
Hamlets (3-10) i 34 
Villages (11-35) 18 110 
Towns (36-74) 53 $11 
Greater Towns (75 or more) 147 leyio 
Cities (Not Specified) BS 9,450 


Population 


Table 2 shows the average population of the various 
types of communities. On the average, Villages had 110 
people, Hamlets 34, and Too Small to Classify, only 
eight inhabitants. A typical Town, with 511 people, had 
nearly five times the population of a Village, and Greater 
Towns had triple the population of an average size 
Town, or 1,731. The two Cities each had over 9,000 
inhabitants with an average of 9,450. As one would 
expect, there is a close relationship between population 
and number of services. 


Population trends also tell a story. Figure 2 is an index 
of total population in each group of communities from 
1951 to the latest year for which data were available’. 
For comparison, the total population of Saskatchewan is 
also shown. 


1Calculated from Table 4 (updated) in ““The Weyburn Region of 
Saskatchewan”? and Table 5 in “The Eston-Elrose Region of 
Saskatchewan.” 


Weyburn Region (1969) 


SS MAG ~~ SS SN \ 
i A. VB On \\ \ WN \\ \ 
< SSS \ 
SS IW AX & yo f x” ? Ros %, pvercien SX S SS 
\* AA a : : S R s i ae ee * CS NX WS \\ \ \\ 
Gost goes 


eS 
Sy \ 
o_o 
oe 
° 
e 
«© 


x 
ol > 


WS 
IQ 
RM 


\ 


Eston-Elrose Region (1971) 
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Classification of Communities in Specified Regions of Saskatchewan 
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Verendrye, Sask. typifies a community Too Small to Classify. The elevator was emptied and closed during the 
summer of 1971. (Photo: A.W. Burgess, 1965). 
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Richlea, Sask. with eight services in 1971 was classified a Hamlet. (Photo: A.W. Burgess, 1965) 
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Wiseton, Sask., a larger than average Village, had 28 services in 1971. (Photo: A.W. Burgess, 1965). 


tee 


Eston, Sask. The Union Hospital is one of the 114 services available in this Greater Town, based on a 1971 survery. 
(Photo: A.W. Burgess, 1965) 
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INDEX OF POPULATION OF COMMUNITIES BY TYPE, 
WEYBURN AND ESTON-ELROSE REGIONS OF 
SASKATCHEWAN, I95I TO 1971] 


PERCENT 
160 


Base 


140 


120 


100 


80 


60 


0 
195] 


ROU eae 


1956 1961 


All groups increased between 1951 and 1956 but since 
then the population of Villages, Hamlets and points Too 
Small to Classify has decreased at a rather rapid rate. 
Towns and Greater Towns grew steadily until 1966, but 
dropped by 1971. (Data for January 1, 1970 are 
estimates and in view of preliminary 1971 Census data, I 
suspect the 1970 estimates were slightly high. Of course, 
it is also possible that the final 1971 figures will show 
some revisions upward from preliminary estimates.) 


Both the number of people living on census farms in the 
two study regions and in all Saskatchewan have steadily 
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declined at roughly the same rate, as shown in Figure 3°. 
This downward trend together with the upward popula- 
tion trend of larger communities illustrates the well 
known rural to urban migration phenomenon. 


Post Office Revenue 


Another yardstick of socio-economic activity of a 
community is the dollar-revenue generated by the post 


‘Calculated from Table 5 in “The Weyburn Region of Saskat- 


chewan” and Table 6 in “The Eston-Elrose Region of Saskat- 
chewan.”’ 
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Table 3. Percent of Communities by Type Having Specified Services, Weyburn and Eston-Elrose Regions 


Water/ High Farm  Bank/ — Hotel/ Bulk Service 
Type of No. of Funeral Sewer School Equip. Credit Beverage Fuel Station 
Community Communities Home Hospital Works (Gr.12) Dealer Union Room _ School Dealer Garage 

— percent — 

Too Small to Classify 49 0 0 0 0 0 0 0) 0 0 0 
Hamlets 29 0 0 0 0 3 3 3 14 31 42 
Villages 35 0 a 9 17 26 29 43 74 ld 91 
Towns 11 9 73 13 100 il 100 100 100 100 100 
Greater Towns 6 67 83 100 100 100 100 100 100 100 100 
Cities 2 100 100 100 100 100 100 100 100 100 100 


office. An index of total post office revenue for each 
group of communities is shown in Figure 4, using fiscal 
year 1957-58 as base. The patterns of change are similar 
to population trends but with wider extremes. Post 
office revenues in Towns and Greater Towns increased 
substantially while post offices in points Too Small to 
Classify actually disappeared by 1969. That is, there was 
not a single post office left open in any of the points 
Too Small to Classify, hence, no revenues were 
generated. Revenues in Hamlets and Villages remained 
relatively stable, with Villages just above the base line 
and Hamlets below. 


GRAIN MARKETING ACTIVITY 


Delivery Permits and Population 


All communities, except one third of the group Too 
Small to Classify, serve as grain delivery points for grain 
producers. The average number of Canadian Wheat 
Board delivery permits issued for each type of commu- 
nity is shown in Table 4. If one assumed that delivery 
points and grain producers were uniformly scattered 
throughout a given geographic region and if one consi- 
dered only the grain collection service, one would 
theoretically expect the “market area” or hinterland of 
each delivery point (and, hence, the number of delivery . 
permits issued at each point) to be equal, inasmuch as 
producers would seek to minimize hauling costs by 
delivering their grain to the nearest delivery point. To 
the extent, however, that producers also consider the 
availability of other services at a delivery point when 
deciding where to deliver grain, the effect is to enlarge 
the hinterlands of larger communities and shrink those 
of smaller communities. Of course, producers also take 
into account many other factors such as best road 
access, available grain storage capacity, preference for a 
grain elevator company and so on. 


At any rate, Table 4 clearly shows that large communi- 
ties attract many more producers than do small commu- 
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nities. The number ranged from 26 permits at points 
Too Small to Classify to 261 at Cities. Then, too, the 
average number of farm acres in each hinterland increase 
directly with size of community. Average acreage ranged 
from 21,085 to 178,820 acres. 7 


An estimate was also made of the approximate number 
of people living within each grain delivery hinterland. 
This was calculated for each region by dividing the total 
population on census farms by the total number of 
delivery permits, and then multiplying by the average 
number of permits per community. Thus, associated 
with the 45 permits issued at a typical Hamlet, there are 
approximately 141 farm people living in the open 
country surrounding the Hamlet. 


An interesting pattern emerges when one compares the 
estimated farm population per hinterland with the 
average population per community shown earlier in 
Table 3. The average community Too Small to Classify 
had a population of eight, and 82 people in the 
immediate area - a ratio of about | to 10. Hamlets had 
an average population of 34 with 141 people in the 
countryside -- a ratio of about | to 4. For Villages this 
ratio declines further to about 1 to 2 (110 to 235) and 
continues to decline for Towns, Greater Towns and 
Cities. In fact, the relationship becomes reversed so that 
the number of people in the community outnumber 
those in the surrounding area. The actual ratios are: 
Towns | to 0.7, Greater Towns | to 0.3, and Cities 1 to 
0.08. This seems to suggest that the life of the very small 
center is very heavily dependent on grain deliveries 
whereas the life of the larger center is not. Of course the 
larger centers derive their livelihood from many other 
services and activities besides grain delivery. 


Adjustments in Grain Marketing Facilities 


Changes in the grain handling and transportation system 
have been slower in coming than other social and 
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Table 4. Average Number of Grain Delivery Permits and 
Estimated Farm Population in Each Hinterland by Type of 
Community, Weyburn and Eston-Elrose Regions, Crop year 
1969-70 


Avg. No. Avg. No. Est. Farm 
of Permits of Farm Population 
per Acres Per Per 
Type of Community Community Hinterland Hinterland 
Too Small 
to Classify * 26 21,085 82 
Hamlets 45 38,165 141 
Villages la 62,121 235 
Towns 117 91,109 358 
Greater Towns 172 137,005 534 
Cities 261 178,820 763 


*Including only those delivery points open in 1969-70. 


economic changes in Prairie communities. Many commu- 
nities have lost commercial and public services while the 
grain elevator and rail line remain. While an often 
expressed fear is that if the rail line and associated 
elevators in a particular community are removed it will 
mean death for that community’, the above analysis 
suggests that death has come to some communities 
despite the continued presence of the rail line and grain 
elevator. Other communities exist that have never had a 
railway or an elevator but continue to serve the needs of 


‘Sometimes this view also includes the implication that if the 
rail line and elevators were permitted to stay, the death of the 
community in question would not come about. 
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Table 5. Farm to Elevator Hauling Distances, 1962 and 1969 


1961 1966 


1962 1969 Change in 
Average 
Region Maximum4 Average Maximum® Average 1962-69 
— miles — 
Weyburn 30 6.60 26.0 6.98 +0.38 
Eston-Elrose 27 6.16 28.0 65:30 0037 


4The minimum distance was assumed to be 1.0 mile. 


people in a locality. Examples are Martensville and 
Annaheim in Saskatchewan and Steinbach in Manitoba. 


One type of “rationalization” that has occurred is the 
swapping of country grain elevators among grain 
companies resulting in a greater number of single- 
company delivery points. The number of single-company 
points in both study regions between 1962 and 1969 
increased from 43 to 53, representing an increase from 
32.6 percent of the total number of delivery points to 
42.1 percent *. For all Saskatchewan, single-company 
points increased from 31.0 percent to 35.3 percent of 
the total. Thirty-three delivery points (25 percent) in the 
Weyburn and Eston-Elrose regions lost one grain elevator 
company. Of the 33 points, 15 resulted in single- 
company points, 12 resulted in delivery points still 
having more than one company represented, and six 


More recently, the purchase of Federal Grain Ltd. by the three 
Prairie Wheat Pools in early 1972 resulted in approximately 
another 16 single-company points in the two regions. 
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INDEX OF POST OFFICE REVENUE, WEYBURN AND 
ESTON-ELROSE REGIONS OF SASKATCHEWAN, 
1957-58 TO 1968-69 
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Table 6. Summary of the Number of Grain Elevator Companies Represented, Storage Capacity and Through-Put Ratio At Delivery 


Points in Specified Regions 


Eston- 
Wey burn Elrose Both All 
Region - Region Regions Saskatchewan 
Total no. of delivery points: 1962 2 60 132 1,096 
1969 68 58 126 1,037 
No. of points that closed, 1962 to 1969 4 2 6 Sy, 
Percent change SHE = 323 -4.5 -5.4 
No. of single-company points: 1962 28 (38.9%) 15 (25.0% 43 (32.6%) 340 (31.0%) 
1969 31 (45.6% 22 (37.9%) 53 (42.1%) 366 (35.37%) 
No. of points at which the no. of companies 
declined by one, 1962 to 1969 14 (19.4% 19 (31.7%) 33 (25.0%) fa. 
No. of single-company points resulting from a 
decline of one company, 1962 to 1969 6 9 15 na. 
No. of points at which the no. of companies, 
increased by one, 1962 to 19694 2 1 3 na. 
Total storage capacity (Thousand bus.) 
1962 9,146 12,863 22,009 192,877 
1969 10,398 14,276 24,674 210,415 
Percent Change iad +11.0 aya | +9:1 
Through-put ratio:> 1962 32 15 22 2.0 
1969 2.0 1.4 iy) Nei 
Avg. 1960-69 Jars 1.4 ef i157/ 


n.a. Not available. 


4A]1 delivery points in this category had 3 companies and increased to 4 companies. 


>The through-put ratio is the total number of bushels received in one year divided by total bushel storage capacity. 


points closed. One delivery point, showed a decline of 
more than one company, but three delivery points 
gained one grain company each between 1962 and 1969. 


Total storage capacity did not decline along with the 
decrease in number of delivery points but rather 
increased 9.1 percent in Saskatchewan and 12.1 percent 
in the two regions, as shown in Table 6. Receipts of 
grain at country elevators in the Weyburn region in 1969 
were 28.7 percent lower than in 1962; in the Eston- 
Elrose region they were 5.4 percent higher in 1969 than 
in 1962, and for all Saskatchewan receipts were down 
8.4 percent. Through-put ratio is a function of grain 
receipts and storage capacity. The combination of a drop 
in receipts and an increase in capacity resulted in lower 
through-put ratios in both the Weyburn region and for 
all Saskatchewan. The 11.0 percent increase in capacity 
in the Eston-Elrose region evidently more than offset the 
5.4 percent increase in grain receipts because the 
through-put ratio dropped from 1.5 in 1962 to 1.4 in 
1969. These data indicate that the grain companies had 
more storage available relative to receipts in 1969 than 
in 1962. 


Further details of changes in grain marketing facilities 
are given in Table 5. 
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FUTURE OF THE SMALL COMMUNITY 


That the structure of rural communities is changing is 
obvious. Historic trends in population and post office 
revenue indicate, almost dramatically, the decline of a 
large proportion of communities. As long as farm 
population continues to decline and other factors such 
as transportation continue to improve, population and 
economic activity of present-day Villages, Hamlets, and 
points Too Small to Classify will continue to decline. At 
time of writing, 1971 Census data of farm population 
have not been released, but I expect that in Saskat- 
chewan the number will be down once again from the 
1966 level. If so, the downward trends in the small 
communities will continue, and as the effects work their 
way through the hierarchy, decline will again be evident 
from the 1976 Census. 


A recent report by Zimmerman and Moneo refers to the 
phenomenon of the persistence of the small community 
(2, pp. 21f). From 1910 to the present, the percentage 
distribution of various sizes of communities has 
remained relatively constant, graphically forming a 
reverse “JAY’’ type curve. According to the data source 
(Dun and Bradstreet), the total number of communities 
in the Prairie Provinces declined from 2,874 in 1951 to 
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Abandoned stores located in the Hamlet of Carlton, Sask. (Photo: A.W. Burgess, 1965) 


2,327 in 1966 — 547 centers. Then the authors state that 
this 19 percent decline was not the result of very small 
communities going out of existence but rather due to 
the fact that many centers were being combined and 
reported along with larger, nearby communities. They 
also state that, “the littlest communities are still with us 
and show no signs of disappearing” (2, p. xv). 


I have no reason to quarrel with the findings that the 
absolute number of small centers continued to 1951 and 
that in relative terms they have persisted to the present 
day. This is an important and very interesting observa- 
tion. However, from my experience and observations of 
numerous Saskatchewan communities, I find it difficult 
to accept that virtually no communities have gone out of 
existence and that most of the very small communities 
will continue to exist in the future. In a great many 
communities one finds abandoned stores, garages and 
other places of business as well as abandoned residences, 
churches, schools, meeting halls and ice rinks. All that is 
left is a grain elevator. Table 2 showed that even the 
elevator had been abandoned in one third of the points 
Too Small to Classify. 


The point I am making is that one can find vestiges of 
communities where once ‘“‘viable” communities existed. 


These communities have disappeared and are not even 
used any longer for convenience or “stop-off centers”, 
to use Zimmerman’s and Moneo’s terminology. A 
“stop-off center’, is defined as having, “at least two 
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businesses including a grocery or a general store”’ (3, p. 
10). I agree that the new social form of the Prairie 
community, of which they speak, will probaly be a 
stabilizing period in which community forms of the past 
will better adapt to the modern world division of labor. I 
suggest that as this happens many communities Too 
Small to Classify, many Hamlets and even some Villages 
may well disappear, as indeed some already have. 
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THEORY AND EVOLUTION OF AGRICULTURAL 
MARKET REGULATION IN CANADA 


The specific objectives of a board must be attainable 
within the food system. 


The effectiveness of a board is related to its ability to 
control the product in its market. 


Marketing boards give producers the counter-vailing 
power to oppose big buyers. This leads to bargaining 
situations and inevitably to government and public 
interest and involvement. 


Geoffrey Hiscocks* 


This article will first present a few definitions. Then 
the characteristics of the agriculture and food industry 
be discussed, especially those which have led to market 
regulation. Some of the implications of these charac- 
teristics will also be considered. From this basis, 
consideration can be given to some of the theoretical 
bases for agricultural market regulation. Then will follow 
a quick review of the historical development of market 
regulation in Canada up to the end of 1971. Finally 
some implications of the present evolutionary position, 
the characteristics of agriculture and the needs and 
problems of agricultural marketing will be presented. 


What Kind of Market Regulation? 


Market regulation is a very wide subject. It can cover any 
aspect of the marketing process that government wishes 
to regulate. General rules for the operation of “fair 
trading” such as weights and measures have been in 
existence for centuries. For agriculture, rules governing 


*Dr. G.A, Hiscocks is the Director of the Economic Policy and 
Planning Secretariat of the Economics Branch, Canada Depart- 
ment of Agriculture. This article is based on a paper presented 
by Dr. Hiscocks at the Marketing Board Seminar, Winnipeg, 
January 6-7, 1972, sponsored by the Department of Agricultural 
Economics, University of Manitoba. 
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many procedures in marketing, grades, grading, 
contracts, and arbitration are laid down in the regula- 
tions of the Canada Agricultural Products Standards Act, 
the Canada Grain Act, Feeds Act, Fertilizers Act, and 
others. These acts apply equally to all produce from all 
farms, but as long as all produce complies with the rules, 
there is no restriction of movement or control of the 
agreements between buyers and sellers to affect prices 
and volumes. 


The market regulation which is the concern of this 
article involves the establishment of organizations (called 
marketing boards) which directly affect the flow of farm 
produce from the farmer to the consumer, the arrange- 
ments for that flow and the resultant prices. A market- 
ing board can be defined as a compulsory horizontal 
marketing organization for primary or processed natural 
products operating under government delegated 
authority. The compulsory feature means that all farms 
producing a given product in a specified region are 
compelled by law to adhere to the regulations of a 
marketing plan. The horizontal aspect means that 
marketing boards control the output of all farms 
participating in the particular marketing scheme and that 
they aggregate the supply from all the farms up to a 
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chosen or permitted level. Government authority 
through legislation is essential to achieve the required 
compulsion. The power of the boards utilising this 
authority is generally wide enough to affect the form, 
time and place of sales and directly or indirectly, the 
prices. It is clear that this is a powerful and far-reaching 
type of market organization and that society takes a 
very significant step when it gives these powers to one 
group in the economy. 


What Are the Objectives of this Type of Market 
Regulation? 


Farmers want these compulsory powers to organize all 
producers or sellers of a particular product because they 
claim that only through compulsory organization will all 
share the burdens required to get better prices for all. 
Thus from the producers’ point of view the objectives 
are: 
(1) To maintain or increase the incomes of the 
producers of the particular product; 
(2) To stabilize income from the sale of that product; 
and 
(3) To standardize the terms of sale of that product. 


Of these objectives, increasing income.is by far the most 
important and it is usually expressed in terms of in- 
creasing the price per unit. Raising the price per unit is 
frequently tied very closely to stabilizing the price ona 
month-to-month or season-to-season basis. Both of these 
are also related to standardizing the terms of sale, often 
ensuring that all producers receive similar treatment 
regardless of location, volume delivered, or time of 
delivery. It is not agreed by all groups of producers that 
this technique is the best way to achieve these objectives. 


From the buyers, processors, retailers and consumers 
position, there is also lack of agreement on compulsory 
marketing boards. A board can make life easier and 
simpler for buyers, processors and retailers, because it 
means having only one organization to deal with, instead 
of hundreds or even thousands of individual farmers. On 
the other hand, there is serious concern that the granting 
of these powers to one group — the producers — is 
restrictive and leads to higher prices, inefficiency in 
production, difficulties for producers and is not in the 
best interests of consumers. 


However, a large number of marketing boards have been 
created in Canada. The various governments must have 
decided that there was strength and validity to the 
claims of producers. Thus the governments involved 
must have a belief that these powers are justified in 
relation to the problems facing the agricultural industry 
and are in accord with the desires of the consumers for 
more stable prices. 


CANADIAN FARM ECONOMICS Vol. 7 No. 2 


Some Important Characteristics of the Agricul- 
ture and Food Industry 


What are the characteristics of agriculture that justify 
this type of government action? A review of some major 
features of the Canadian agriculture and food industry 
includes: 

1. Crop production is characterized by great annual 
and seasonal variation in yields. Small changes in 
production bring disproportionately large changes 
in producer prices. 

2. Most foods are price inelastic. Large changes in 
prices result in only small changes in consumption. 

3. Rapid increases (and potential increases) continually 
occur in agricultural production through advances 
in research, technology and management. 

4. Food consumption in Canada is increasing very 
slowly because the determinants of food consump- 
tion are the number of people, their previous food 
habits, and the level and distribution of their 
incomes. 

5. There are a large number of farms, ranging widely in 
size, and with high proportion of farmers operating 
relatively small farms. 

6. There are relatively few sellers of farm inputs and 
services and also a small number of buyers of 
farmers’ output. 


7. Farmers have a high level of technical and mana- 
gerial ability resulting in increasingly efficient farms 
but it is not matched with the same level of ability 
in marketing. 

8. Farmers are getting a decreasing share of the 
consumers’ dollar because of increasing “built-in- 
maid-service” which the consumer is willing to buy 
with the food. 

9. Because consumers do not want higher food prices 
but labor costs in food marketing are continually 
rising, processors and retailers keep constant down- 
ward pressure on farm product prices. 

10. Marketing boards have been organised on a 
provincial basis but production in one province has 
an influence on marketing and prices in other 
provinces. 

11. The Canadian domestic market is influenced by 
supplies and prices elsewhere in the world. 

12. Prices are competitive in world markets, and 
protective import and aggressive export policies of 
other countires often confront Canadian exporters. 


To reiterate these features in a simple fashion — farm 
production cannot be controlled like a factory — the 
supply varies and, in a freely operating situation, does not 
balance with demand at any one time. Nor can demand 
for many food items be stimulated like demand for 
other consumer items. Furthermore, much of the 
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production of farms is seasonal and has special storage 
and pricing requirements. Because of the biological 
nature of farm production, combined with price varia- 
bility, cyclical production situations occur. As produc- 
tion areas are not close to consumption areas, good 
organization of transportation is important. The 
presence or absence of barriers to import and export 
trade is important. Superimposed on all this are conti- 
nual technological advances in production, processing 
and handling and rising consumer incomes. Farmers 
want their share of this rising income, which in part at 
least is based on the improved productivity they so 
expertly generate by adopting new technology. Agricul- 
ture is not just concerned with producing raw food 
materials but with food processing, storage, transpor- 
tation, wholesaling, retailing and consumption. 


A Theoretical Basis for the Regulation of 
Agricultural Marketing 


These characteristics of the agriculture and food indus- 
try are fundamental to the reasons for marketing boards 
and in establishing a theoretical basis for their operation. 
The elementary economic principles of demand, supply 
and price are based on the assumptions of many sellers, 
many buyers and perfect information between them. 
This situation theoretically enables an equilibrium point 
or price to be reached for any given supply such that 
supply matches demand and maximum profits for each 
firm are achieved. 


However, in practice, problems arise. Not only is there a 
lack of information but there are only a few buyers. 
There is, in fact, a situation of imperfect competition, or 
more precisely oligopsony (few buyers) and monopsony 
(one buyer). Under a situation of oligopsony there is no 
equilibrium point for price in a given supply and demand 
situation. In theoretical terms, the outcome is indeter- 
minate for price. Because the profit of the oligopsony or 
monopsony organization is not maximized by a parti- 
cular price which equates supply with demand but by 
the influence the organization may have, its ability to set 
its own price or to increase its market share, there is no 
simple determination of price. However, the price paid 
to the large number of farmers can be lower than under 
perfect competition and also the volume taken could be 
lower. Faced with the situation of a few very large 
buyers and prices that do not seem to fit the total 
market picture (and often other conditions of sale, 
transport or grading), one theoretical solution is to 
strengthen the bargaining position of farmers. 


Other features of agriculture reinforce the need to 
increase the farmer’s bargaining position. With slow 
growth in total food consumption and relatively inelastic 
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demand at any one time, variability and seasonality of 
production cause disporportionate changes in price. A 
five percent change in supply can lead to a large change 
in price — as much as SO percent is on record. Hence the 
desire of producers to stabilize prices. Many farmers are 
a fairly long distance from the major consumption 
centers, delivery points or processing plants. Differences 
arise in the price each producer receives and there is a 
desire to provide more equitable treatment to all 
producers of a given product. 


On a theoretical basis, the individual farmer has no 
impact on prices and market events. Because of his small 
output, he is individually unable to influence prices 
through storage or control of the next stages in the 
market process. Thus the obvious solution is to join with 
his fellow producers to organize marketing and to 
control the products they sell. The theory behind this 
move is simple. With control of the product, influence 
can be brought to bear on the buyers. The oligopsony or 
monopsony would now be faced with a monopoly of 
farmers. Under these conditions, economic theory still 
only provides an indeterminate solution to most situa- 
tions of supply, demand and price but at least with the 
farmers’ bargaining power strengthened there are good 
chances to get higher prices. 


Several conditions have to be fulfilled to bring this 
pressure to bear on the buyers. The first is that the 
control on the product must be absolute or near 
absolute. The second is that the controlled source of 
supply is the only readily available source of supply 
within the expected price range. The third is that 
influence exerted through control is not used to attempt 
to obtain objectives which in reality are unobtainable. 
Let’s take a look at these three conditions carefully: 

1. If virtually all the product being marketed from one 
area or group of farmers is not controlled, then the 
ability to influence price cannot be sustained 
because only a small percentage of the volume 
available can be sold to the few buyers under the 
controlled conditions. The control becomes under- 
mined and the system will collapse. But price can 
be successfully influenced within a small area or 
just one plant. 

2. If control is exerted on the production or market- 
ings from one area or region of a province, 
production elsewhere in that province can under- 
mine it. If control is exerted on all production in 
that province, production in other provinces can 
undermine this control as long as storage, handling 
and transportation from one point to another are 
not prohibitive. If, of course, only a local market is 
being served, outside supplies may have difficulty 
in undermining local control. If control is exerted 
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on all production in the country, production in 
other countries can undermine this control as long 
as storage, handling and transportation costs from 
one country to another are not prohibitive. In 
general, the actions in the market of an organized 
group of producers can be undermined by the 
production of other producers if the market condi- 
tions freely allow it. 

3. With a commodity like food where total consump- 
tion is limited and where increases in production 
can occur rapidly, large price increases by farmers 
can seldom be passed on to consumers for long 
periods. If they are, sales volume will decline, either 
because of product substitution by processors or 
consumers or because other sources of supply of 
the same products, previously unattractively priced, 
now become attractive. Thus there are limitations 
in the nature of the food industry to how far 
counter-vailing power can be used. 


Controls over producers can be exerted in a wide variety 
of ways depending on the product, the market arrange- 
ments and the type of marketing board. A board may 
simply negotiate an annual contract for the price with a 
processing plant involving all growers serving it. With a 
perishable product, outside competition will be nil. Sales 
of the processed product will have to compete with 
other plants and will result in a limit to farm prices. If 
fresh market sales are also involved, the board might 
operate a two-price system and allocate supplies between 
the two markets to maximize a pooled return according 
to the total volume of production each year. Farmers 
will receive higher average prices; all farmers will have a 
share of both markets and, as long as the processed 
product does not accumulate excess stocks, all could be 
well. But outside supplies at lower prices could under- 
mine either the fresh or the processed product if 
producers and the processor in the marketing board area 
do not continue to improve their production efficiency. 
Finally, the board could attempt to balance supply with 
demand through the control of production. This can be 
done in a variety of ways usually involving some form of 
quota on delivery for each farmer. The heart of the 
problem then involves the method of allocation and 
operation of these quotas. 


Once control is instituted, further problems arise. 
Supplies of the controlled commodity available from 
other sources are also subject to year-to-year price 
fluctuations. How much attention to pay to these 
“outside” prices is a problem. The need to encourage 
continuing increases in production efficiency including 
letting new producers obtain quotas is another problem. 
There is a danger of substitution of products by 
processors and consumers if prices are raised too high. A 
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completely monopolistic approach by producers, 
processors and distributors acting together has led to 
treatment by government as a public utility (e.g. fluid 
milk) and some loss of control by producers. Control of 
imports might also seem a useful asset to be associated 
with marketing boards. The extent to which to establish 
and maintain controls raises many fundamental 
economic, social, philosophical and political issues. 
From the economic point of view, the argument for 
control to give greater returns to producers is strong. At 
the same time, the value to consumers of reasonably 
priced food in good supply at all times compared with 
fluctuating prices over time and the value of an economy 
based on relatively free trade has to be considered. 


Evolution of the Marketing Board Concept in 
Practice 


The history of organized agricultural marketing is closely 
aligned with the history of farm organizations in general, 
particularly those designed to bring some kind of 
political pressure on governments. The early develop- 
ment of Canadian agriculture has seen a number of 
farmer movements created at a political level. One big 
incentive to this development was the opening of the 
Prairies through the completion of the C.P.R. and other 
railway lines, thus enabling produce to be shipped out in 
large volume. Even so, farmer organizations playing an 
active role in marketing were slow to develop. Around 
the beginning of the twentieth century farmers began to 
form co-operatives in various parts of Canada to market 
their produce and to provide better marketing facilities 
or lower costs than private companies. 


Dissatisfaction about grain marketing among the Prairie 
pioneers led to the formation of grain growers’ associa- 
tions to exert pressure on the grain companies, but these 
organizations soon decided that co-operative marketing 
was the real solution. Province-wide co-operative 
elevator companies were established in each of the three 
Prairie Provinces by 1913. Two of these companies 
amalgamated to form United Grain Growers in 1917. In 
many agricultural areas, the co-operative movement 
expanded rapidly during this period and many small 
purchasing and marketing co-operatives were formed. 
However, many of these could not cope with the low 
prices between 1916 and 1924 and failed. 


One example of this new co-operative farmer marketing 
was the Okanagan United Growers Co-operative, esta- 
blished in 1913. It was fairly strong and effective for a 
number of years. Its re-organization in 1923 created a 
large selling co-operative, supervising fruit sales, intro- 
ducing cold storage and a modest advertising program. It 
began with 83 percent of the growers as members but, 
being voluntary, the participation fell to only 70 
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percent. The marketing of each crop became more 
difficult and unsatisfactory from the members’ point of 
view, and interest in some compulsory marketing 
organization reached fruition with the B.C. Produce 
Marketing Act of 1927. The provincial legislation was 
largely concerned with producers in a local area but they 
were exporting outside of the province and Canada and 
the Supreme Court nullified the Act on the grounds that 
it interfered with interprovincial trade. 


Meanwhile, the Western farmers, with their system of 
co-operative grain elevators and creameries, developed a 
keen interest in the pooling principle through which 
they could receive average annual prices for their 
produce rather than the market price on the delivery 
day. Pooling was attractive to grain producers and by 
1925, three large grain pools handling about half the 
Prairie grain were organized. A number of other pools 
were organized during the 1920’s following the pattern 
set by grains. 


The depression produced very serious problems for 
many marketing co-operatives. Prices of agricultural 
products plummeted for over three years and eventually 
stabilized at extremely low levels. This led to failure for 
many of the weaker co-operatives and imperiled even 
strong ones. Thousands of farmers went bankrupt. The 
Federal Government sought a solution through compul- 
sory marketing boards. In 1934 the first national 
legislation was passed, based largely on an organization 
originally developed in Australia but followed also in 
Britain and several other countries. The history of the 
Dominion Agricultural Marketing Board was brief and 
dramatic. Twenty-two marketing schemes were approved 
largely in local areas to deal with commodity problems 
affecting specific groups of producers in these areas. 
These schemes were scattered from one shore of Canada 
to the other. In June 1936, the Supreme Court declared 
the Act ultra vires and this was upheld by the Privy 
Council in 1937. This decision arose out of the 
constitutional division of powers between the federal 
and provincial governments. It probably also reflected a 
lack of general consensus at that time. 


This entry into national marketing legislation was far too 
brief for Canadians to gain any lasting experience in this 
kind of compulsory producer marketing. It provided no 
real indication of the advantages or the problems, let 
alone the need to organize marketing on a national scale. 


While the depression has shown that even large pooling 
co-operatives could not cope with such activities as 
stabilizing grain prices, co-operatives had demonstrated 
an ability to perform valuable functions for producers 
particularly related to storage, handling and processing. 
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Nevertheless, some problems needed a stronger and more 
powerful organization than the voluntary co-operative 
could provide. Thus two new trends were started after 
the demise of the Dominion Marketing Board. The first 
was the action by farmers to have the provinces pass 
legislation to establish marketing boards with compul- 
sory powers concerned largely with intra-provincial 
trade. British Columbia, with its earlier experience in 
this field was poised with new legislation when the 
Federal National Products Marketing Act looked short- 
lived. Ontario and New Brunswick followed with powers 
to keep their boards which had originally been set up 
under Federal authority. 


The second trend grew out of the many problems and 
concerns of Prairie grain growers. Federal Government 
guaranteed loans had already been required to tide the 
grain pools over the crisis. In due course, the Canadian 
Wheat Board was formed as a government appointed 
marketing board to operate price pools for grain and 
perform various marketing functions. It was the first 
compulsory Marketing Board operating across provincial 
boundaries in Canada, but it was (and still is) regional 
rather than completely national. 


These two trends laid a pattern that affected the 
subsequent evolution for several decades. The second 
world war and its aftermath of food shortages also 


‘meant very little new actitivy concerning marketing 


boards from the outbreak of war in 1939 to the recovery 
of world food supplies in the early 1950’s. Ontario, 
Saskatchewan, Manitoba and P.E.I. passed enabling 
legislation for marketing boards and a few more boards 
were formed locally. Wartime regulations, special 
administrative boards and post-war recovery affected 
much of agriculture’s activities and prices. 


The evolutionary process did not start again until the 
1950’s. Developments within the provinces started but 
not before the Federal Government had provided a 
missing ingredient. Provincial legislation could give 
farmers within a province powers to control the product 
in intra-provincial trade but movement outside the 
province was the constitutional responsibility of the 
Federal Government. In 1949 the Agricultural Products 
Marketing Act authorized the granting to provincial 
boards powers in interprovincial and export trade. With 
competition from other agricultural producers in many 
countries and in other provinces becoming severe in the 
post-war world, two more provinces introduced Market- 
ing Board legislation for the first time (Alberta and 
Quebec) and four others re-wrote theirs. By 1956 only 
Newfoundland was without such a provision. Along with 
the legislation came growth in marketing boards. In 
1955, there were 26 producer-controlled marketing 
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boards — all but one operating in a narrowly defined 
local area. The Federal Act was amended to grant per- 
mission to pool under two-price schemes by provincial 
boards. 


At the same time as these agricultural institutions 
developed, there were other changes in the Canadian 
economy. The 1950’s saw the rapid development of a 
new form of retail organization — the supermarket. By 
1970 most food passed through these retail outlets, 
which are now organized into five very large chains, with 
extremely efficient wholesale systems and with an 
increasing tendency to integrate backward into proces- 
sing and manufacturing. Another development closely 
allied with the growth of these chains has been the 
complete establishment of a national Canadian market. 
Improved and increased travel, and the growth of instant 
communication meant that events were known almost 
simultaneously from one side of the continent to the 
other. For farmers this meant that now no production 
group was isolated and thus could no longer operate 
solely within local areas. 


The 1960’s brought severe marketing and price 
problems, leading to rapid growth of marketing boards 
in several provinces. Internal development in Canadian 
agriculture, an increasingly difficult world agricultural 
situation, restricted export outlets and subsidized 
competition led more groups of producers to seek the 
use of compulsory marketing boards to protect their 
positions. At the end of 1971 there are just over 100 
marketing boards’ — up from 25 just 16 years earlier. 
Interest in regional and national marketing boards was 
growing rapidly. The constitutional position had been 
clarified on a number of issues (see Appendix) by various 
court decisions. Producers and provincial governments 
have come to recognize the serious limitations of a 
provincial approach. This was also clear from the 
theoretical discussion. Pressure for federal legislation to 
provide for national marketing structures began to build 
up. A specific proposal for such legislation was prepared 
by the Canadian Federation of Agriculture in 1963 but 
even so there was not sufficient wide-spread support for 
it. 


The creation of the Canadian Dairy Commission to 
establish a comprehensive approach to milk production 
and marketing was the next step. Then the agreement to 
provide national legislation for egg marketing generated 
support for other commodities also. In 1970 Mr. Olson, 
the Federal Minister of Agriculture, laid before Parlia- 


‘This takes account of the amalgamation of the many industrial 
milk boards in Quebec. In 1969 before amalgamation there were 
122 boards in Canada. 
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ment a draft Act to provide national enabling legislation. 
As the marketing problem in eggs and broilers worsened, 
the “Chicken and Egg War” indicated a further need to 
solve these problems on a national basis. 


Implications of the Theory and the Evolutionary 
Steps 


The theoretical background and the historical evolution 
of marketing boards in Canada have a number of 
implications for the future development and operation 
of boards. The extent to which producer-controlled 
marketing boards can achieve specific objectives depends 
on several key points. First, the specific objectives must 
be attainable within the food system. In other words, 
any increase in price must either come from other parts 
of the food system or from the consumer. The objectives 
will be unattainable if they are in direct conflict with 
demand and price characteristics of the product. For 
example, if a commodity is declining in consumption, no 
amount of counter-vailing bargaining power by 
producers will change the consumption trend. Different 
marketing techniques (new packaging or different 
processing) can help. With an inelastic commodity, the 
price can be raised but the volume sold will be lower. 
However, use of marketing boards as a means of 
adopting better marketing methods with lower costs can 
raise returns and ensure that the benefits accrue to 
farmers. 


In general, the effectiveness of a particular board is 
related to its ability to control the product in its market. 
If the market is relatively self-contained, a local board 
can be effective. If the product is produced in several 
provinces, some form of united action among the 
producers in each province is required. If it is produced 
in almost every province, then a national organization is 
required. Imports of competing produce raise further 
problems of control and also of relative efficiency. In 
most cases, a marketing board should be able to compete 
with imports unless the imports are unduly low priced. 
If dumping practices or subsidized prices are discovered, 
special consideration is required. 


In the case of exports, a marketing board cannot be 
certain that it will achieve its objectives because it has no 
control over the export market. Nevertheless, marketing 
boards can provide many practical advantages for large- 
scale exports, for market development and promotion, 
and for continuity of supplies. But unless it is an integral 
part of an overall domestic and export marketing plan, 
an “export only” marketing board has little advantage 
over a large Canadian company that makes a practice of 
maintaining export markets for Canadian products on a 
continuous basis. 
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Perhaps the most significant implication, however, is 
that the provision of counter-vailing powers to producers 
does not ensure a clear-cut resolution of price, volume 
and income questions. Because it leads to a bargaining 
situation, the public and governments have a continuing 
interest and involvement. Each solution requires careful 
analysis of the short and long run interests of farmers, 
processors, retailers and consumers. These interests range 
from making a living from farming, making a profit from 
processing and retailing to minimum price, maximum 
quality and continuity of supply for the consumer. Thus 
we immediately become involved in the whole food 
system and the need to ensure that producer-controlled 
marketing boards have the maximum market orienta- 
tion. In the end, the fulfillment of the farmer-oriented 


objectives of raising and stabilizing price and income 
with equality of treatment depend on the food system 
and the consumer. The successful operation of produ- 
cer-controlled marketing boards on a continuing basis in 
the future require not just a price raising operation but 
the adoption of an active marketing role by the boards. 
In this role they must participate in all phases of 
marketing within the food system - not with a control- 
ling influence but through involvement. With this 
approach there can be a greater assurance that each part 
of the food system obtains returns on its resources equal 
to returns obtainable elsewhere in the economy and that 
special benefits do not accrue to one special interest 


group. 


APPENDIX I 


COURT DECISIONS CLARIFYING AGRICULTURAL 
MARKETING LEGISLATION 


1. The Federal Government has not the authority to 
regulate the intra-provincial movement of products but 
provinces have such authority. 


2. Provinces have not the authority to regulate the 
interprovincial movement of products but the Federal 
Government can extend interprovincial powers to pro- 
vincial boards. 


3. Provinces can charge license fees under a marketing 
scheme to defray costs of regulating a product and to 
increase the general funds of the province (direct 
taxation) but cannot charge a levy for price adjustment 
purposes (indirect taxation). 
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4. A system of pooling of returns under a provincial 
marketing scheme was held to be valid. 


5. The regulation of a product delivered within a 
province was considered to be within the competence of 
provincial legislation even though following processing 
most of the by-products moved into interprovincial 


‘trade. 


6. A provincial plan which aims at restricting or 
limiting the free flow of trade between provinces 
constitutes an invasion of the exclusive legislative 
authority of the Parliament of Canada over the matter of 


the regulation of trade and commerce (Manitoba case 
Ie 
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A REPORT ON THE 16th SESSION 


THE FAO CONFERENCE 


Equitable redistribution of land is an urgent priority in 
much of the world for the best use of human resources, 
if social disruption, political upheaval and economic 
chaos are to be averted says Dr. Lleras Restrepo, a 
former President of Columbia. Dr. Lleras was presenting 
the final report of FAO’s Special Committee on Agrarian 
Reform during the 16th Session of the FAO Conference 
in Rome. In most developing countries, he said, agrarian 
reform is a “necessary complement” to the Green 
Revolution and one cannot be accomplished without the 
other. 


This report states “the change in tenure structure must 
be affected as quickly as possible.” It adds that “agrarian 
reform implies, first and foremost, a political decision. 
The changing of land tenure structure...promotes not 
only a redistribution of an income swelled by technical 
progress but also a fundamental alteration in the 
position of the existing social strata and hence, a 
redistribution of power.” 


In commenting on the disparity of growth between 
different regions of the world and between urban and 
rural areas, Dr. Lleras said “agrarian reform is an 
indispensable step toward alleviating this growing 
imbalance.” 


At the same Conference, Mr. Anthony Kershaw of the 
United Kingdom, Parliamentary Under-Secretary at the 
Foreign and Commonwealth Office, stated that Britain’s 
entry into the European Economic Community should 


Frank Shefrin is Director, International Liaison Service, Canada 
Department of Agriculture, Ottawa; Chairman, Canadian Inter- 
departmental FAO Committee, and a member of the Canadian 
delegation to the Conference. 
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benefit developing countries and offer new opportunities 
in trade and aid for its Commonwealth partners. 


The Tanzanian Minister of Agriculture and Cooperatives, 
Mr. D.N.M. Bryceson expressed his concerns when he 
said that his country continued to be dogged by 
fluctuating and generally weaker prices for its own 
produce while production costs increased because of 
rising prices for essential inputs. He had little faith in 
commodity agreements as a solution. 


“Even in the case of coffee which is often held up as the 
prime example of the wonderful thing a commodity 
agreement can be, I have serious reservations,” said Mr. 
Bryceson. “The agreement has proved to be a bargain 
maker for the US housewife and I suppose for house- 
wives in other developed countries. It is difficult to see, 
if this is so, how at the same time the coffee producing 
countries have benefited.’ He foresaw the role of FAO 
as a “World Ministry of Agriculture,’ guiding, coordi- 
nating and advising. 


The FAO Conference in Rome is a Biennial Event 


Every second year during the month of November, the 
FAO Conference convenes in Rome at FAO Headquar- 
ters. During this meeting, Ministers of Agriculture have 
an opportunity to express the concerns and objectives of 
their countries. In 1971, about 1000 delegates from 125 
countries met in Rome to review the world agricultural 
situation, the problems, the objectives, and the progress. 
Of the 125 countries, nearly 100 can be considered as 
developing. Of this number, 61 have become inde- 
pendent since 1945 -- 38 of these newly independent 
countries are located in Africa. 


at 


World’s Economic and Social Problems When 
Conference Met. 


The world’s population was estimated at 3.6 billion, 
with about 2.5 billion of this total living in nearly 100 
developing countries. Because of the predominance of 
agriculture in most of the less developed economies, and 
because it tends to be a subsistence agriculture, the farm 
sector has a key role in economic development, especial- 
ly in the initial stages. 


The contrast between the rich and poor countries of the 
world is nowhere more striking than in the domain of 
food products. In the poor countries where the large 
majority of work force is in agriculture, they barely keep 
pace with the food needs of their rapidly expanding 
populations. For many developing countries, foodstuffs 
are one of the largest import items, and a good part of 
these imports were in effect, either grants or supplied 
under concessional terms. 


Agriculture’s G.D.P. (Gross Domestic Product) varies 
widely among the developing countries, according to UN 
sources, from less than 10 percent in countries that have 
major mining or manufacturing sectors (such as Chile, 
Libyan Arab Republic and Venezuela) to about 60 
percent in countries in which subsistence life still bulks 
large (such as Ethiopia, Uganda and Tanzania). These 
figures compare with 13 percent in Italy, 6 percent in 
Canada, 5 percent in West Germany and a mere 3 
percent in the United States. 


The volume and tenacity of the employment problem is 
more serious in the developing countries than in 
advanced countries. This reflects the large proportion of 
the labour force in agriculture. 


To raise agricultural output it is necessary to increase the 
yield per acre, and yield per animal. Greater yields 
require technical improvements in the methods of 
cultivation and increased efficiency of workers. These 
requirements may be accomplished through technical 
education, new tools and equipment and land reform. 
And to increase the area of arable land, land improve- 
ments and reclamation are necessary. And to accomplish 
all this requires planning. Yet, agricultural planning is 
particularly difficult, not only because the factors 
determining the demand are largely beyond the control 
of agriculture, but also because supply is conditioned by 
the biological and seasonal nature of agriculture, and 
farmers are widely scattered, usually in small units and 
often without much education. 


Trends in Production 


The Director-General of the FAO reported to the 
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Conference on the agricultural situation and indicated 
that progress had been made. He pointed out that world 
agricultural production increased about four percent in 
1971, mainly because of a sharp rise after two years of 
stagnation in Western Europe and North America. This 
growth compares with about a two percent gain in 1970 
and none in 1969. 


For all developing countries, the Director-General went 
on to say that, farm output is expected to exceed the 
1970 level by perhaps two to three percent. This 
contrasts with an estimated seven to eight percent gain 
for the developed market economy countries. For the 
centrally planned countries of Eastern Europe and the 
USSR, a gain of one to two percent is expected 
compared with a six percent expansion in 1970. The 
growth in output for the developing regions as a whole 
would allow for no increase in per capita terms in 1971. 


Dr. Ojala, Assistant Director-General in charge of the 
FAO Economic and Social Affairs Department, discus- 
sed some aspects of the Green Revolution, the name 
“commonly and perhaps prematurely” given to recent 
technological advances in cereal cultivation in developing 
countries. He cited the significant production gains 
between 1967 and 1970 for wheat and rice in India, 
Pakistan, the Philippines and Ceylon. He added, 
“the fabric of this progress in the developing world as 
a whole remains fragile, and its base narrow, both 
geographically and in terms of commodities ...In 1971, 
India again had a good year, but there were setbacks in 
Ceylon, Pakistan and the Philippines, and the latter 
country has again had to import rice, after being 
self-sufficient since 1967. For the first time in the 
short history of the high-yielding varieties programme, 
an important reason for the setback at the national 
level, in the Philippines, was a major outbreak of 
disease among the new rice varieties, an eventuality 
that had been feared from the start.” 


In describing the sudden rise in output in 1971 in 
developed market economy countries as a whole, Dr. 
Ojala noted that the stationary overall level of their 
production between 1968 and 1970 was mainly the 
result of measures to restrict production. This followed 
renewed accumulations of surpluses of cereals and dairy 
products. The quick recovery of production of these 
developed countries in 1971 showed the strength of the 
basic forces that tended to expand agricultural produc- 
tion in these countries even as their agricultural popu- 
lation was rapidly diminishing. 


Over the longer run, the FAO Secretariat reported that 


the 1970-80 FAO commodity projections suggested that 
world agricultural trade was not likely to grow very 
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The 16th FAO Conference in session. (FAO photo) 


rapidly if the difficulties facing agriculture continued to 
be aggravated by current protectionist policies and if no 
action was taken to reverse trends. In the absence of 
these measures, the increases in foreign exchange earn- 
ings accruing to the developing countries from agricul- 
tural exports would at best be modest. For most 
commodities, the longer term outlook pointed to 
excessive productive capacity in relation to market 
demand. 


Proposals 


Against this background, what did the 125 leaders’ of 
the delegation have to say at the Conference? What 
were the problems they were concerned about? What 
proposals did they make? 


e@ There was a general feeling that the closely linked 


problem of production and trade could best be solved 
in an international framework under which countries 


'The Canadian delegation was headed by the Hon. Mr. Olson, 
Minister of Agriculture. 
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were better able to take account of the repercussions 
of their production decisions on each other, to plan 
their production and trade policies within a larger 
time perspective, and share the burden of adjustment 
more equitably. 


The Conference agreed that FAO had an important 
role to play in the identification of international 
commodity trade problems and in the consideration 
of possible measures for dealing with these problems. 
It also generally agreed that, while more general 
measures should be explored, the main approach to 
commodity problems in FAO should continue on a 
commodity by commodity basis. 


In taking note of the reduction and disappearances of 
surplus stocks of some agricultural products in 
developed countries a number of delegations pointed 
out the paradox whereby many developed countries 
had cut down their output, while the majority of 
developing countries had difficulty in sufficiently 
accelerating agricultural production. Some dele- 
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Latin America — Catching anchoveta off the coast of Peru. (FAO photo) 
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gations stressed the problems their government faced 
in trying to stabilize production, because of the 
heavy costs involved and the complicated social and 
economic considerations which had to be taken into 
account. 


In considering future trends in production, the 
Conference noted that the specific UN Second 
Development Decade targets for agriculture were for 
an average growth rate of not less than four percent a 
year in agricultural production in developing coun- 
tries, as well as, improvements in such areas as 
international trade, employment and nutrition. The 
Conference agreed that there were reasonable pros- 
pects of achieving these goals, provided that, at least, 
three prerequisites were met: 
(a) acceptance by the developing countries that the 
prime responsibility lay with them; 
(b) provision of adequate aid from developed coun- 
tries; 
(c) creation of conditions which allowed developing 
countries to increase their exports dynamically. 


Ministers’ Views 


Limitations of space permits only a brief reference to 
some of the statements made by heads of delegations. 
The choice is a random one meant to illustrate, in the 
language of the delegates, what the concerns were and 
“hat action was wanted. 


The Thailand Minister of Agriculture, Mr. M.R. 
Chakratong Tongyai, said that his country’s annual 
growth rate in gross national product has averaged 10.5 
percent over the past few years in spite of a drop in the 
share of the agricultural sector. He said, “The decline 
was mainly due to changes in the world situation. Rice, 
which is our major foreign exchange earner, was affected 
by the ‘Green Revolution’. Countries which used to buy 
rice from Thailand are now self-sufficient or on the way 
to self-sufficiency. Moreover, additional difficulties have 
arisen due to competitive concessional rice exports by 
richer developed countries who can afford to subsidize 
their international outlets.” 


Secretary for Agriculture, Fisheries and Forests in Fiji, 
Berenado Vuniboro, said that two principal aims under 
its Five-Year Development Plan are to raise farm income 
and to increase rural employment. Seventy percent of 
Fiji’s half million people live on the land. International 
market considerations severely limit further expansion 
of Fiji’s main cash crops, sugar and copra, so the Pacific 
nation - made up of 300 islands spread over 7,000 square 
miles - must diversify its agriculture “if she is to achieve 
social and economic development in the years ahead,” 
he said. 


“The measure of success of our agricultural diversifi- 
cation policy.” said Malaysia’s Minister of Agriculture, 
Ghazali Jawi, “is that the country could weather the 
drastic drop in rubber prices over the years.” As it 
de-emphasizes rubber production, Malaysia is moving 
heavily into timber production with the aim of export- 
ing more processed timber as well as a greater variety of 
wood species. It is also extending its fishing activities 
farther out to sea as the in-shore fishing banks are 
exhausted. As a result of high-yielding varieties of rice 
Malaysia is now almost 90 percent self-sufficient in rice. 
Therefore, said Mr. Jawi, the rice plan “is now being 
altered from one of self-sufficiency to one of enhancing 
the incomes and welfare of paddy farmers through more 
intensive production.” He also went on to say that the 
process by which governments attempts to guide and 
manage their agricultural economies instead of leaving 
farming and the people who depend upon it wholly to 
the mercies of the weather and an entirely free market, 
is at best problematic for rich nations which can afford 
to make adjustments. But for nations lacking industrial, 
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mineral or petroleum sectors to pay the bills for 
modernizing agriculture, and where this agriculture may 
be in good part of a subsistence nature, including 
shifting and nomadic practices, agricultural planning and 
adjustment practices are extremely difficult. 


Mr. Francois Nguema-Ndong, Minister of Agriculture, 
Husbandary and Rural Economy in Gabon, said it was of 
great importance that in addition to efforts being made 
to increase the volume of primary products in the Third 
World, efforts should be made to reach, before the third 
session of the United Nations Conference for Trade and 
Development, an agreement whose main objective would 
be to fix equitable prices for these products in relation- 
ship to the expected economic situation. 


The Minister also spoke on the development situation in 
his country. “Agriculture in the Gabon is very little 
developed. The government is trying to limit the drift of 
population from rural areas.” Some steps taken had 
already given results. The Second Five-Year Plan was 
concerned with increasing cultivated land and ameliora- 
ting the quality of produce. Economic growth of the 
Gabon was not equal in all sectors. This disequilibrium 
was a threat to the whole population’s standards of 
living. To obtain concrete results, the Gabon government 
would concentrate its efforts in turn over five-year 
periods in each region. 


The Argentine Minister of Agriculture Antonio Americo 
Di Rocco said that in his government’s opinion, little 
could be done to improve the world agriculture and 
trade situation unless urgent steps were taken to combat 
“protectionism and economic aggression.” Given such 
circumstances, along with constantly falling prices for 
primary agricultural products, for most developing 
countries, the promises of international cooperation and 
technical assistance had “‘a flavour of irony.” Although 
Argentina recognized that some countries had made 
“meritorious efforts” to improve the international situ- 
ation, it had not been enough to offset the “repeated 
aggressions caused by policies of subsidies to agricultural 
production achieved at ‘highest cost’ and through typical 
manoeuvres of ‘dumping’ in the world market.” 


Mr. Abdelghani Akbi of Algeria, said that despite “‘sweet 
words spoken and which continue to be spoken in all 
international gatherings, the trade situation continues to 
be unfavourable for developing countries. This situation 
which was already unfair has been aggravated by recent 
monetary measures taken last summer.” For the 
Algerian representative, “‘that is the logical outcome of 
the selfish, shortsighted view of developed countries 
which prefer to suffocate under the weight of their 
prosperity and riches rather than to open themselves to 
the world of the poor.” 
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Middle East — Repairing an irrigation dam near Yengi Kand, Iran. (FAO ph« 


The speaker said that, “like many, if not all developing 
countries, Algeria inherited a disjointed economy parti- 
cularly in the agricultural domain which fulfills neither 
the essential needs of its population nor its national 
development, but is completely orientated to satisfying 
the needs of the colonials.” 


To rectify these distortions, the Algerian government 
had undertaken special programmes, planned the 
economy and proceeded towards agrarian reform. 
Distribution of land in the framework of what is a real 
agrarian revolution was carried out on the principle that 
“the land belongs to those who work it,” with pre- 
ference given to those who had liberated it - in other 
words veterans of the battle for national liberation. 


Concentrating his presentation on agrarian reform, the 
Chilean Assistant Director of Agricultural Planning, Luis 
Riffo, said that the Chilean government of Dr. Salvador 
Allende had so far expropriated 1,328 estates. This 
almost equalled the total number expropriated during 
the six years in office of the previous Chilean govern- 
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Africa — Harvesting kidney beans at Bouaké, Ivory Coast. (FAO photo) 


ment. The newly expropriated estates covered an area of 
2,400,000 hectares and a rural population of 16,000 
families. The expropriated estates area was equal to 
about 26,000 individual family units, he said. During 
1972 the government intended to complete the land 
redistribution phase of Chile’s agrarian reform with the 
expropriation of all those estates large enough to be 
considered “‘latifundia.” Putting the expropriated land 
under “social controls,” he said, “will make possible 
efficient agricultural planning and _ accelerate 
production.” 


Despite its own best efforts, however, Chile and the 
other nations of the Third World would find it difficult, 
if not impossible, to achieve their social and economic 
aims as long as the international situation “‘is charac- 
terized by the exploitation of our natural resources by 
some developed countries.” Mr. Riffo said that, 
“the aid that comes from the developed nations is 
many times surpassed by the value of the resources 
these same countries take out. In Latin America, to 
cite an example, between 1960 and 1967 more than 
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$14,000 million were so extracted and the interest on 
previous debts was greater than the total of new loans.”’ 
Commenting on the natural catastrophes which had 
afflicted Chile over the past few years, the delegate said 
“these will slow, but not stop, the Chilean’s people 
march toward progress.” He particularly thanked the 
joint UN/FAO World Food Programme for its “‘most 
valuable aid” in mitigating the effects of these disasters. 


Minister of Agriculture Enrique Valdes Angulo of Peru 
said that since the Peruvian Revolution: of three years 
ago his country has chosen a development path “‘subs- 
tantially different from either capitalism or commu- 
nism.”” At the heart of the profound changes Peru was 
undergoing today, he added, was agrarian reform. He 
said, 
“I am very pleased to report that extensive and 
densely populated sections of the country have now 
broken free of the latifundio-minifundio (giant and 
minute holdings) cycle through construction of a new 
agrarian structure.” 
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Asia — Developing irrigation on five million acres, Rajasthan, India. (FAO photo). 


For the period 1971-75, Peru foresaw an annual agricul- 
tural growth of 4.2 percent and an overall economic 
growth of 7.5 percent. Major irrigation works were 
bringing semi-arid areas under cultivation and coloni- 
zation programmes were underway in the tropical 
regions. 


Joao Baptista Pinheiro, Head of the Brazilian delegation, 
said his country was particularly concerned with the fact 
that, while all countries had approved the well-planned 
strategy for the Second Development Decade, a revival 
of protectionism was taking place. “Decisions on 
monetary policy are adopted without considering the 
interests of developing countries, and new, strong 
isolationist trends are threatening international coopera- 
tion,” he said. 


The situation, according to the Brazilian spokesman, 
placed greater responsibilities on FAO “as one of the 
major agencies participating in the tasks of the Second 
Development Decade.” But Brazil feared that FAO, in 
attempting “‘no less than 96 sub-programmes” on a small 
budget was in danger of dissipating its resources. The 
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Organization should rather give priority to (1) assisting 
countries with agricultural planning and (2) helping 
obtain access to the markets of the industrialized 
countries. 


Turing to environment, he said it was understandable 
that industrialized countries were giving high priority to 
pollution control, but they should not expect developing 
countries to be concerned to the same degree. He said 
that, 
“to reduce the rate of industrialization in developing 
countries for the sake of avoiding environmental 
pollution, means to condemn these countries to the 
passive role of ecological preservation areas. Their 
economy would be kept on a purely agricultural basis 
and they would be deprived of most benefits of our 
civilization, which depend directly on industrial devel- 
opment... We do not mean that the problem of 
environment pollution should be dealt with only by 
the industrialized nations... The Brazilian delegate 
called for a system of sharing anti-pollution costs 
internationally. Otherwise, he said, the cost of pollu- 
tion controls for young industries in the developing 
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countries could price their products out of the 
market.” 


Calling attention to “the serious danger faced by the 
developing world due to the so-called protein deficit” he 
strongly supported a United Nations proposal for “the 
establishment of an inter-governmental committee of the 
highest level to consider the problem of the improve- 
ment of nutrition standards in the developing coun- 
tries.” 


Dr. Imre Dimeny, Minister of Agriculture and Food in 

Hungary, said that foreign trade relations were 

important factors in promoting economic prosperity. 

Hungary considered the improvement of trade relations 

one of FAO’s most important tasks. Dr. Dimeny said, 
“Hungary is willing to support and apply the system of 
commodity agreements. I should like to mention here 
that Hungary, starting in 1972, wishes to introduce 
general preferences in the trade with developing 
countries. ”’ 


From time to time, participants in the Conference 
departed from their “script”? and livened up proceedings 
considerably. Dr. N.E. Borlaug, recipient of the 1970 
Nobel Peace Prize for his contribution to the Green 
Revolution in his McDougall Memorial Lecture to the 
FAO Conference, denounced “hysterical environmenta- 
lists” for attempting to block the use of agricultural 
chemicals, including pesticides such as DDT and ferti- 
lizers vital to adequate food production. He said the 
continued success of the Green Revolution will hinge 
upon whether agriculture will be permitted to use 
agricultural chemicals. He declared that, 
“if agriculture is denied their use because of unwise 
legislation that is now being promoted by a powerful 
group of hysterical lobbyists who are provoking fear 
by predicting doom for the world through chemical 
poisoning, then the world will be doomed not by 
chemical poisoning but from starvation.” 


Mr. Mansholt of the EEC in his address to the 
Conference took exception to Dr. Borlaug’s statement. 
Mr. Mansholt cited dangers in the accumulation of DDT 
on the planet. He said, 
“Ten years’ use of DDT means one kilogram per man 
in the world, and it stays in the world; it is in the soil, 
the plants, the seas, the plankton, the fish, the man. 
I am one of those ‘hysterical environmentalists’ Dr. 
Borlaug talked about - I am very concerned.” 


Mr. Mansholt called upon FAO and other organizations 
to launch a thorough investigation into the effects of 
pesticides, saying that no one knows what continued use 
of agricultural chemicals may mean for mankind. 
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Although the FAO Conference are relatively free of 
politics except for the politics of agriculture, from time 
to time politically oriented speeches erupt. These 
occurred when the seating of China in the FAO was 
discussed and when colonial questions came up. From 
time to time, political references were made to a given 
country. 


Dr. Pelegrin Torras de la Luz, Vice-President of Cuba’s 
National FAO Committee, said his country intended to 
increase its agricultural production considerably by 
1975. Sugar production would be increased according to 
Cuba’s economic necessities, while harvesting would be 
mechanized by some 40 percent. Cuba also intended to 
satisfy domestic demand for meat and vegetables, 
increase rice production, restore tobacco production to 
previous levels, increase milk production two to three 
times, maintain egg production at its present level of 170 
per capita per year while raising substantially pork and 
poultry production. 


The Cuban delegate preceded his review of Cuba’s 
agricultural development plans with an attack on the 
policies of the United States of America, which he 
described as the “the strongest imperialistic power.” He 
attacked the U.S. imposition of a 10 percent surcharge 
on imports and the U.S. intention to reduce its “badly 
named” foreign aid program as violations in “letter and 
spirit” of the United Nations resolution on the Second 
Development Decade. He accused the U.S. of “economic 
aggression” both by its intent to raise its own agricul- 
tural exports by one-third, obviously at the expense of 
the developing countries, and its refusal to allow the 
Cuban delegation to participate in a recent international 
sugar meeting held in New Orleans. 


Dr. Torras de la Luz also took sharp issue with the 
Cuban figures given in FAO’s “Agricultural Commodity 
Projections, 1970-80.” He said Cuba would surpass the 
FAO projections in almost every commodity. 


Exercising the right of reply, Lowell C. Kilday of the 
U.S. State Department, said the Cuban statement was 
full of “‘mistruths, distortions and gross exaggerations” 
and that the U.S. would not reply in kind to “political 
diatribe.”” The FAO Conference, he said, was not the 
appropriate forum for political debate and name-calling 
but was reserved for “serious purpose.” “We suspect that 
this kind of political attack in a technical body is 
intended to divert attention from the technical matters 
which the Cuban delegation, for very good reasons, 
prefers not to discuss,” Mr. Kilday said. He expressed 
the belief, however, that other delegations preferred to 
stick to the subject of food and agriculture and keep 
political attack out of the discussion. 
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The Cuban delegate, Dr. Pelegrain Torras de la Luz, in 
rebuttal, said he did not intend to engage in politics with 
the United States delegation but asserted that ‘“‘we have 
documentation to prove each and every one of the 
statements we made.” 


Mr. Michel Cointat, the French Minister of Agriculture, 
praised FAO activities, but said that “the most 
important goal was still to be achieved - bringing about 
true cooperation between governments.” 


The French Minister said he was convinced that: 

“Only a regional, then a general consultation toward 
an efficient, progressive world organization of agricul- 
tural markets, commodity by commodity, could lead 
to a better adjustment between supply and demand, 
namely in favour of people in the developing areas, 
and a fairer reward to farmers. 

My government is ready to resume the discussion, first 
within the EEC, then with all interested nations, for 
agreements - commodity by commodity - that should 
be fair to all parties concerned.” 


Mr. Cointat said that the EEC was a good example of 
how such a system could work, since it had “‘helped the 
economic expansion of its member countries, while at 
the same time increasing its imports from developing 
nations faster than its exports.” Such a system could not 
become operative in a day. If in the coming years 
reference prices could be established for major commo- 
dities and a few general rules for stocking drawn up, a 
great step forward would have been accomplished. In 
establishing such a system FAO would have a leading 
role to play. FAO could help governments form an 
opinion on production and trade perspectives and advise 
governments on how to carry out the necessary reforms. 


Mr. Sicco L. Mansholt, Vice President of the Commis- 
sion of the European Economic Community advocated 
an international strategy for agricultural production and 
marketing. He said that the Community is willing “to 
commit ourselves on support to farmers and on price 
policies... and accept binding rules which mean agricul- 
tural adjustment.” But he added that the adjustment 
must begin with political decisions in individual 
countries. Community agreements can work, he said, 
only if they lead to “farmers getting a better income 
through better specialization.” As an example, he said 
European farmers might perhaps concentrate on pro- 
ducing more protein in the form of meat products 
instead of such commodities as sugar. Farmers’ produc- 
tion in one region should be “adjusted” to what farmers 
are producing in other areas. 


Mr. Mansholt said there may be some who fear the 
expanded EEC may be no more than “a new rich man’s 
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club which does not take into account the real needs” of 
the world. But, he added, “I can assure you that this 
Community wishes to be a positive factor in expanding 
world trade; it wishes to take a positive attitude in 
helping those who suffer in this world to improve their 
situation.” 


Mr. Olson, the Canadian Minister of Agriculture, ex- 

pressed concern over the trend to protectionism and the 

resurgance of the “beggar thy neighbor” policy. He said: 
“... there is today no example of a government being 
prepared to rely exclusively on prices in order to 
assure a balanced market for all products which are of 
importance to farm incomes. The general pursuit of 
agricultural support policies, especially by the indus- 
trialized countries, has tended to insulate their 
national markets (including those of centrally planned 
economies) from price movements on world markets. 
“Domestic farm policies have generated price guaran- 
tee levels well above world trading prices, in varying 
degrees, in nearly all industrial countries. As a conse- 
quence of such policies and technological change, 
production in developed countries has risen rapidly, 
resulting in high surpluses and a rapid build-up of 
further surpluses. 
“These widespread structural difficulties and surpluses 
lead to the growing practice of subsidizing exports. To 
this must be added market restrictions in the form of 
tariffs, quotas or levies, applied as a consequence of 
increases in domestic output resulting from domestic 
support programs... 


“T must frankly say that for a country like Canada 
where agriculture is heavily dependent on exports we 
are concerned with the present trend in price supports, 
export and import restrictions. Since countries have 
been able to evolve sophisticated techniques of 
supporting agriculture, they should be able to formu- 
late domestic policies to reduce the impact of such 
national policies on international trade. While all 
countries have this responsibility, the onus rests on the 
large industrialized countries and economic group- 
Ings. 


In reviewing FAO’s current program and how it is 
approaching “the struggle ahead,” Dr. Boerma, the 
Director-General of the FAO, said the most serious 
overall problem facing world agriculture was the persis- 
tence - and to some extent, worsening - of certain 
irrational and inequitable policies and patterns in world 
agricultural production and trade. These distorted the 
use of agricultural resources and slowed down world 
economic development. He also stressed that, 

“There are vast regions which are not properly 

cultivated, where most people are badly fed and where 
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large rural areas are filled with millions of poverty- 
stricken and unemployed human beings. At the same 
time, there are other parts of the world living in a state 
of crisis because of overabundant agricultural produc- 
tion.” 


Much of the imbalance was due to - and certainly 
aggravated by - competitive and even “aggressive” 
national policies. If, as was feared, a continuation of 
these policies led to trade wars, the developing countries 
would come off worst. He emphasized “that the manner 
in which the developed countries solve their agricultural 
adjustment problems will have a profound bearing on 
the way in which such problems are solved on a 
worldwide basis.” 


It was essential to remember what the present imbalance 
-meant in terms of conditions of human life, said Dr. 
Boerma. The Commodity Projections showed that in 
1980, even after a 39 percent rise in agricultural output, 
42 developing countries comprising about 1,400 million 
people would still have average calorie intakes below 
estimated requirements. He stressed that, 

“The absolute number of people short of food may be 

much the same as today. This is the most distressing 

measurement of all.”’ 


He, therefore, called for “more concerted and vigorous 
action” to bring about international adjustment in 
agriculture and proposed that “agricultural adjustment” 
should be a major theme of the FAO Conference in 
1973. He said he believed that the Green Revolution 
retained all its original promises. Its progress, which had 
so far been along the lines foreseen by FAO and others, 
had added weightily to the world’s food supplies, 
particularly in the Far East. He also pointed out that, 
““.. as some of these so-called ‘second generation’ 
problems already make clear, it does not yet have 
enough of the general economic and social thrust 
behind it which we have all along said would be 
necessary and, without which, it will fail in its broader 
objectives for bettering standards of life in the 
developing countries.” 


Dr. Boerma said that FAO was intensifying its efforts in 
its “Areas of Concentration” strategy. These included 
mobilization of human resources for rural development; 
the protein deficiency problem; war on waste; promo- 
tion of increased yields; earning and saving foreign 
exchange in developing countries. FAO’s most important 
new activity in the field of human resources was in 
connection with agrarian reform. 


Consensus--Recommendations--Resolutions 


After a week of statements by the Heads of Delegations, 
by the Director-General and by observers from some of 
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the major international agencies, the Conference got 
down to the “nitty-gritty” items of the agenda bearing 
in mind the views and admonitions spelled out by the 
Heads of Delegations. After three weeks of discussions, 
deliberations and caucussing, the Conference approved, 
recommended and proposed a large number of activities 
ranging from policies to administration, finance and 
constitutional matters. 


International Agricultural Adjustment 


The governing body directed the secretariat to prepare 
material for the 1973 biennial Conference for a major 
debate on international agricultural adjustment in order 
to rationalize both production and trade in agricultural 
commodities. 


Eric Ojala, Assistant Director-General in charge of FAO’s 
Economic and Social Department, described this inter- 
national agriculture adjustment approach in the follow- 
ing way during the Conference. 


“The recent years’ developments make one wonder 
whether it might not be possible to find ways of bringing 
about changes in the level and pattern of national and 
world output that are less wasteful and more conducive 
to harmonious international economic relations and to 
world development than the unilaterally determined 
shifts and changes until now. What seems to be needed is 
a broadly accepted international framework for agricul- 
tural adjustments, a framework which takes account of 
the impact of national agricultural policies and trends in 
other countries, which provides for a more equitable 
sharing of the burden of adjustment as between 
importers and exporters, and between poor and rich 
countries, and which looks further ahead than the 
nearest short-term change in the surplus situation. Such 
a framework will have to be formulated and negotiated 
if the benefits of agricultural science and technology are 
to be widely and equitably shared among the peoples of 
the world. We fully realize the complexity of the 
problem...but we also see the increasingly urgent need 
for such an international framework emerging from the 
evolving world agricultural situation.” 


It was recognized at the Conference that agricultural 
adjustment entailed a wide range of economic and social 
problems which could not be ignored. It was agreed that 
the concept of agricultural adjustment was broader than 
trade, although trade issues would occupy an important 
part of the work on adjustment. Delegates repeatedly 
drew attention to the need to give developing countries 
greater market access, even though this alone would not 
solve all trade problems. It was pointed out that 
improved access implied a gradual reduction in the high 
levels of agricultural protection. It should be noted that 
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several delegations also pointed out the long-term nature 
of adjustment problems, and stressed that any adapta- 
tion of the agricultural sectors of high income countries, 
which might be needed to permit a substantial increase 
in their agricultural imports from developing countries 
encountered difficult social, political, technical and 
economic constraints. 


Food Aid 


The Conference approved a resolution calling for a target 
of $340 million for voluntary pledges? to the World 
Food Program for 1973 and 1974--$40 million more 
than the target for 1971 and 1972. 


Delegates from the developing countries cited concrete 
achievements brought about in projects supported by 
food aid. They called for increased resources to carry on 
both existing projects and others which could not be 
undertaken by WFP due to a shortage of its resources. 
Many of them complained that not enough high-protein 
foods were available in WFP’s “basket.” Much needed 
milk, for example, was being fed to animals in Europe 
while WFP was unable to provide feeding for vulnerable 
groups, especially children. It was also stressed that the 
role of WFP was as a development agency and not as a 
surplus disposal agency. They called for planned produc- 
tion of surpluses to ensure adequate resources for the 
Program. At the same time, the major donors expressed 
their strong support for the Program. 


Agrarian Reform 


During the Conference discussion, many delegates 
stressed the importance of agrarian reform as a pre- 
requisite for economic development and the urgency to 
carry it out where outmoded agrarian structures existed. 
The Conference emphasized that any decision concern- 
ing land reform and the strategy ultimately adopted by 
each individual country was a matter solely for the 
government concerned. However, it also agreed that 
FAO had an important role to play in assisting the 


2The United Nations Organization and the Food and Agriculture 
Organization held their fifth biennial World Food Program 
Pledging Conference on January 31, 1972. Forty-five countries 
announced their pledges. The total reached was $266 million. 
Although short of the target, it was the largest amount pledged 
at a Conference since the WFP was set up. It is anticipated the 
additional pledges will be made at a later date. The Canadian 
pledge for 1973 and 1974 is US$34 million, of which 22%is in 
cash. This is $4 million higher than the pledge made by Canada 
for the years 1971 and 1972. In announcing the Canadian 
pledge, the Hon. Mr. Olson, Minister of Agriculture, stated that 
“As in past years, Canada will continue to provide to the 
Program a wide range of food items that will assure that the 


calorie-protein relationship of our contribution will, if any thing, . 


be improved.” 
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process of agrarian reform. The Conference recom- 
mended that the Committee on Agriculture appointed 
by the FAO Council, made up of government delegates 
should give adequate attention particularly to those rural 
development activities bearing on the reform of agrarian 
structures. 


The Protein Problem 


The growing concern over the shortage of protein has led 
to intensified activities at the United Nations, the FAO, 
WHO and other concerned international agencies in the 
field of expanding protein availability. Both the UN and 
the FAO passed resolutions calling for much greater 
efforts by these agencies as well as by the member 
countries in expanding protein supplies. Canada is one of 
the most active countries in this field of endeavor and 
has continuously stressed the importance of action on 
many fronts. The FAO itself has, as one of its 
constitutional responsibilities, the raising of the levels of 
nutrition of the population of the world. 


To improve the present situation without delay, it was 
stressed that immediate action was required on the part 
of governments to initiate and implement special pro- 
grammes directed at improving the protein/calorie 
nutrition of vulnerable groups. It was necessary to 
prepare, on a commercial basis from locally available raw 
materials, foods specially formulated so that energy, 
protein, minerals and vitamins were concentrated, says 
the Conference Recommendation. This might require 
assistance from UNDP (United Nations Development 
Program), UNICEF (United Nations Children’s Fund), 
IBRD (international Bank for Reconstruction and 
Development) and WFP (World Food Program). 


In a recommendation to the FAO Council, the Confe- 
rence pointed out that “the prime responsibility to solve 
the malnutrition problem rests with the government of 
the country suffering from malnutrition, and should be 
expressed in the formulation of a national policy as part 
of the planned development.” It also said that “the 
long-term solution to protein/calorie malnutrition will 
be found in the increase in purchasing power of the 
population affected, supported by effective programmes 
for nutrition education.” 


Accordingly, the Conference proposed the creation by 
the Council of a permanent body of seven of its 
members to evaluate the impact of FAO activities 
concerning the protein problem and to offer recommen- 
dations on the subject. The Council chose seven, each 
member representing an FAO region. Canada is a 
member of this group. 
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Research 


The Conference was informed that the FAO, UNDP and 
IBRD co-sponsored a Consultative Group on Inter- 
national Agricultural Research. Canada is one of the 
countries that is a member of this group. The purpose is 
to identify major gaps and problems in existing agri- 
cultural research being conducted for or on behalf of the 
developing countries, on which a strong concentration of 
resources might result in a significant breakthrough with 
important consequences for more rapid development of 
the agricultural sector. 


Human Environment 


The Director-General reported to the Conference that he 
had established an Interdepartmental Working Group on 
National Resources and the Human Environment to 
ensure effective coordination of FAO’s activities in this 
area. This group has cooperated closely with the 
Secretariat responsible for the preparation of the UN 
Conference on Human Environment to be held at 
Stockholm in June 1972. The Conference stressed the 
importance of the conservation of natural resources. 
Attention was also called to the waste disposal and 
pollution problems associated with agro-industries. It 
was also pointed out that most of the actions for the 
protection of the human environment should be taken at 
national and regional levels. 


The Budget 


The 16th biennial Conference of FAO approved a 
regular program budget of $86 million for the two years 
beginning January 1, 1972. That represents an increase 
of 19.1 percent over the two-year period 1970-71. The 
greatest part of the increase--17.5 percent--is for higher 
operational costs due to inflation in the past two years. 
The remaining 1.6 percent is for expansion of FAO’s 
activities. 


Many developing countries expressed concern that agri- 
cultural development would suffer as a result of this very 
small expansion of FAO’s program of projects. 


The regular program does not include the extra 
budgetary funds that are made available to FAO from 
such sources as the United Nations Development 
Program (UNDP) and national trust funds. These 
resources are expected to amount to about $240 million 
in the next two years and will augment the regular 
budget. 


Of the 125 nations in FAO, seven pay 70 percent of the 


FAO regular program budget: the United States 31.52 
percent, the Federal Republic of Germany 8.52 percent, 
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France 7.51, the United Kingdom 7.39, Japan 6.76, 
Italy 4.43 and Canada 3.86. The rest pay between 0.04 
percent and about two percent, and most of these are 
developing countries. 


Framework for Programming 


A Medium Term Plan was approved, providing a frame- 
work for programming and budgeting through 1977 and 
based on “areas of concentration” - promotion of 
high-yielding varieties of cereals, closing the world’s 
protein “gap”, improving the trade and earnings of 
developing countries, war on waste in agriculture, better 
utilization of human resources and country and regional 
planning in agriculture. This plan will be reviewed every 
two years and altered as required. 


New Members 


In addition to admitting five new members, the Confe- 
rence also authorized the Director-General to take 
“appropriate measures” to bring the People’s Republic 
of China into the Organization when its government 
“manifests the wish to resume its place” in FAO. 


The Director-General was also instructed to “render all 
possible moral and material assistance” to peoples 
seeking liberation from colonial and apartheid regimes, 
with the important limiting phrase “within the 
mandates” of the Organization. 


Canadian Involvement 


By the time the Conference and Council sessions were 
over in November 1971, Canada had been re-elected to 
the Council and to the Intergovernmental Committee of 
the World Food Program; had become a member of the 
Agriculture, Fisheries and Forestry Committees, and the 
Committee on Commodity Problems; had _ been 
appointed to the Council Ad hoc Committee on the 
Protein Problem; and a Canadian had been elected, in his 
personal capacity, as Chairman of the FAO Finance 
Committee (the author - Frank Shefrin). 


It is estimated that some 35 Canadians are employed in 
professional positions at Headquarters and in the 
regional offices. A Canadian had, on December 1971, 
been appointed Assistant Director-General in charge of 
the Fisheries Department--the first Canadian to reach 
such a senior rank in the FAO. 


A substantial number of Canadians also serve on FAO 
expert committees, being invited by the Director 
because of their professional expertise. Canada has 
joined the FAO Associate Expert Scheme. There are 
presently six associate experts posted with FAO. These 
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associates work in conjunction with an FAO expert. 
CIDA is financing this Canadian contribution. 


In Retrospect 


After three weeks of discussion, deliberations and 
communication with each nation’s representative putting 
forth its views on all FAO matters, certain lines of 
direction emerged. The Conference, besides approving a 
program of work, passing a budget, re-electing the 
Director-General, handled a basketful of institutional 
chores and re-dedicated itself to the objectives of the 
FAO. The Conference had its excitement and discussions 
were occasionally emotionally charged, reflecting frus- 
trations, impatience and political orientations. The less 
developed countries were lucid in their exposition of 
their needs. They stressed their desire to earn their own 
way with trade and rely less on aid. At the same time, it 
was apparent that more aid will be needed in the 
immediate decade. 


It was also apparent why an accelerated development in 
agriculture was essential to the people in the developing 
and essentially agricultural countries. 


Agricultural progress was equated with the expanding 
capacity of farm people to play an increasingly effective 
part in accelerating the national output through supply- 
ing their total economy with foods and fibers appre- 
ciably faster than population growth adds new mouths 
to feed. 


An underlying theme throughout the Conference was 
that the aim of development should not merely be an 
increase in production, an end to famine and a reduction 
of poverty, but the creation of conditions in support of 
human dignity. Development, which thus far has been 
dominated by economic goals and thinking, in part 
perhaps because these lend themselves to measurement, 
is now being leavened by greater social consciousness. 
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Many of the leaders of developing countries are now 
calling for more human dimension to progress. Although 
they are well aware of the complexities inherent, they 
are even more aware of the dangers of ignoring social 
justice in the pursuit of progress. 


GLOSSARY OF TERMS 


SPECIAL BODIES OF THE UNITED NATIONS 

UNICEF—United Nations Children’s Fund 

UNHCR-—Office of the United Nations High Commissioner 
for Refugees 

UNRWA- United Nations Relief and Works Agency for Pales- 
tine Refugees in the Near East 

UNCTAD-— United Nations Conference on Trade and Develop- 
ment 

UNDP—United Nations Development Programme 

UNITAR-— United Nations Institute for Training and Research 

UNIDO-— United Nations Industrial Development Organisation 

UNCDF-—United Nations Capital Development Fund 

UNO-—United Nations Organizations 


INTER-GOVERNMENTAL AGENCIES 
Specialised Agencies 
[LO—International Labour Organisation 
FAO—Food and Agriculture Organisation 
UNESCO- United Nations Educational, Scientific and Cultural 
Organisation 
WHO-—World Health Organisation 
IBRD-—International Bank for Reconstruction and Develop- 
ment 
IFC—International Finance Corporation 
IDA—International Development Association 
IMF—International Monetary Fund 
ICAO—International Civil Aviation Organisation 
UPU-— Universal Postal Union 
ITU—International Telecommunication Union 
WMO-—World Meteorological Organisation 
IMCO-—Intergovernmental Maritime Consultative Organisation 
Other Agencies 
IAEA—International Atomic Energy Agency 
GATT-—General Agreement on Tariffs and Trade 
Regional Development Banks 
Inter-American Development Bank 
African Development Bank 
Asian Development Bank 
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POLICY AND PROGRAM DEVELOPMENTS IN CANADA 


AGRICULTURAL PRODUCTS MARKETING 
ACT 


(Saskatchewan Egg Order) 


The Saskatchewan Commercial Egg Producers’ Market- 
ing Board has been authorized to regulate the marketing 
of eggs in interprovincial and export trade and for such 
purposes to exercise all its powers in relation to the 
marketing of eggs locally within the province under the 
Natural Products Marketing Act of Saskatchewan and 
the Marketing Plan. 


The new “Saskatchewan Egg Order” extends to the 
Board the power to exercise federal powers in inter- 
provincial trade for Saskatchewan eggs. It also extends 
authority to the Board to fix, impose and collect levies 
(indirect taxes) from the province’s egg producers. The 
Board has agreed that there will be no restriction of 
interprovincial trade nor use of the levy power to 
undermine the markets of other Canadian egg producers. 
(2 May 1972) 


(Alberta Milk Order) 


The Alberta Milk Control Board is authorized to regulate 
the marketing of milk in interprovincial and export trade 
and for such purposes to exercise all its powers in 
relation to the marketing of milk locally within Alberta 
under the Milk Control Act of Alberta and the Plan. 


Federal powers in interprovincial trade for Alberta milk 
are therefore granted to the Board, as is the authority to 
fix, impose and collect levies from persons engaged in 
the marketing of milk. (28 March, 1972) 


AGRICULTURAL PRODUCTS COOPERA- 
TIVE MARKETING ACT 


(Interim Payments by the Ontario Bean Pro- 
ducers’ Marketing Board) 


Following the 1971 bean marketing agreement, the 
Ontario Bean Producers’ Marketing Board will pay to 
primary producers an interim payment of $3 per 
hundredweight of pea beans and yellow eye beans 
delivered to the Board for marketing. (14 March 1972) 


AGRICULTURAL STABILIZATION ACT 


(Hog Stabilization Regulations 1972) 


The national weighted average returns to hog producers 
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for the production year ended December 31, 1971 were 
below the mandatory 80 percent of the base price. The 
Agricultural Stabilization Board is therefore making a 
stabilization payment of $5 per Index 100 or higher 
hog. 


The hogs must have been delivered for slaughter in 1971 
and the total amount paid to each producer will not 
exceed $1,000. (14 March 1972) 


CROP INSURANCE ACT 


(British Columbia Crop Insurance Amendments) 


The Agreement between the Minister of Agriculture and 
the Minister of Agriculture for British Columbia is being 
amended to provide for changes in the crop insurance 
plans for tree fruits, berry crops and grain crops. 


The crops insured under this Agreement are wheat, oats, 
barley, mixed grain, apples, peaches, pears, apricots, 
prunes, plums, cherries, grapes, strawberries, raspberries, 
cranberries, logan berries, blueberries, strawberry plants, 
grapevines and fruit trees. 


In 1971, 846 farmers, representing approximately 10 
percent of the commercial farmers in the province, 
purchased $8,040,700 worth of crop insurance coverage. 
The total premiums, including the federal share, 
amounted to $636,054, and total indemnities to 
$1,300,125, including $925,000 to apple growers who 
experienced very heavy losses. 


Since the beginning of crop insurance operation in 
British Columbia, the Insurance Administration has 
collected $2,645,189 in premiums (including federal 
share) and has paid $5,698,477 in indemnities for an 
over-all loss ratio of 2.15. The province of British 
Columbia has advanced funds necessary to meet the 
deficit. (24 May 1972) 


GRASSLAND INCENTIVE PROGRAM 
CHANGED 


Several changes in the regulations of the Grassland 
Incentive Program will be implemented before any more 
payments are made this year. 


The changes will simplify the program and will include 
for payment acreage that was switched to forage 
production in 1971, but actually seeded in 1970, 
provided this forage is still in production this year. 
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The Grassland Incentive Program was introduced last 
year to increase forage production and to reduce the 
acreage used for grain and oilseed production. The 
federal government offered $10 an acre to promote the 
increase in forage, that is a $5 payment the year the 
forage is seeded and another $5 when forage is in 
production. 


This has been amended and from now on, no payment 
will be made in the year the perennial forage or legume 
crop is seeded but the complete payment will be paid 
the following year when it is proven that the crop is in 
production and that the increase in total forage acreage 
on the farm has been maintained. 


Therefore, in 1972 each applicant will receive $10 per 
acre for the increase in acreage that is producing forage 
in 1972 compared with the acreage that was in forage 
production in 1970, less any acres seeded to forage in 
1970 that received a $4 payment under the LIFT 
program, and less any advance payment received in 1971 
under the Grassland Incentive Program. 


Farmers will no longer need to divert a minimum acreage 
to forage in order to qualify for payments. The 
minimum under the old regulations was 25 acres. 


The Grassland Incentive Program will apply until four 
million acres have been diverted from grain or oilseed 
production to forage, or the end of 1974, whichever 
deadline is reached first. On-the-farm inspections will be 
carried out in the summer or early fall this year, and in 
1973 and 1974. 


Further information with respect to these changes may 
be obtained by contacting the Director, Prairie Farm 
Assistance Administration, 500 Financial Building, 
Regina, Saskatchewan. 


PRAIRIE FARM ASSISTANCE ACT 


Prairie Farm Assistance Act benefits will be available to 
prairie grain growers for another year, and there will be 
no levy collected from growers for the extra year of 
operation. 


Agriculture Minister H.A. Olson said legislation will be 
introduced to wind-up the Act by the end of 1974. 
Meantime, it is proposed to continue benefits to grain 
growers in all spring wheat areas who are not carrying 
crop insurance in the 1972-73 crop year. For the 
1973-74 crop year, benefits will be limited to growers 
located in areas where crop insurance is not available 
under the federal-provincial program. (20 March 1972) 
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TAXATION 


(Accelerated Depreciation for Grain Storage and 
Drying Equipment) 


This new regulation allows grain producers and eastern 
Canadian grain elevator operators to depreciate new 
drying equipment and storage facilities at an accelerated 
rate. Capital costs of new equipment will be completely 
written off in four years. 


Storage and drying equipment eligible for the new 
depreciation rates include: on-farm grain storage, on- 
farm grain drying equipment to a maximum of $15,000, 
storage and drying facilities at primary elevators and 
processors’ elevators in eastern Canada. 


The new tax allowance will apply to new facilities 
acquired between April 1, 1972 and August 1, 1974. 
This regulation was especially designed to ease the strain 
on the available storage space for grain in eastern Canada 
which has not kept pace with production increases. The 
com industry in Ontario and Quebec has particularly 
been affected by this problem. The program was 
extended to grain producers in western Canada where 
more farm storage was also needed. Primary elevator 
facilities in western Canada were excluded to avoid 
prejudging the current examination of the grain storage 
and transportation system. 


Details about the new depreciation allowances are 
available from District Taxation Offices. 


DAIRY POLICY 1972-73 


The Canadian Dairy Commission has been authorized to 
implement a program for the coming year that will 
permit a substantial increase in the base support level for 
manufacturing milk. 


Subsidy on manufacturing milk and cream, under CDC’s 
quota system will remain at $1.25 per 100 pounds of 
milk testing 3.5 percent butterfat. 


Skim milk powder offer-to-purchase price will be 29 
cents per pound — a 3 cent per pound increase. Other 
offer-to-purchase prices will remain at 68 cents for 
butter and 54 cents for cheddar cheese. 


Emphasis in the program on skim milk powder is aimed 
at providing a better balance between butter and cheese 
production and in order to avoid the possibility of 
over-production of cheese. 


The holdback on in-quota milk deliveries will be retained 
at the 1971 level of 10 cents per hundred pounds of 


41 


butterfat, and no holdback will be made on cream 
deliveries within quotas. 


While the threshold at which over-quota holdbacks 
apply will revert to the quota level, production pat- 
terns will be watched closely and, should production 
warrant, exemption levels will be reinstituted retro- 
actively. 


The successive increase in support prices last year 
has arrested a downward trend in production in 
the last quarter of 1971 and production is now on an 
upturn. 


FEED FREIGHT SUBSIDY CHANGES 


Changes have been made in the Canadian Livestock Feed 
Board’s freight subsidies for feed grains. These changes, 
effective April 1, 1972, affect the following areas: 
Nova Scotia: An increase of $3.20 a ton to Guys- 
borough County, 60 cents to Queens County, and $1 a 
ton to Richmond and Inverness counties. 
New Brunswick: An increase of 80 cents a ton to 
Restigouche County and 60 cents a ton to Gloucester 
and Northumberland Counties. 
Quebec: An increase of $3 a ton to Gaspe East, Gaspe 
West, Saguenay and Bonaventure, $1 a ton to 
Chicoutimi, Gatineau, Lake St-Jean West, Lake St-Jean 
East, Rimouski, Riviere du Loup, Stanstead and 
Temiscouata, 60 cents a ton to Compton, Labelle, 
Matane and Matapedia counties, and finally a $5 
increase to Abitibi and Temiscamingue. 
Ontario: An increase of $3 a ton to Algoma, Mani- 
toulin, Sudbury, Nipissing, Parry Sound and Cochrane 
districts, and a reduction of $4.20 a ton to the 
Thunder Bay district. 
British Columbia: A reduction of $1.20 a ton in the 
southern interior. 


No changes were made in subsidy rates in Prince Edward 
Island and Newfoundland. 


CANADA SHEEP MARKETING COUNCIL 
FORMED 


A Canada Sheep Marketing Council has been formed at a 
meeting of representatives of lamb, wool and sheep 
associations from across Canada. 


The sheepmen decided an important first step was the 
formation of a marketing council to provide industry 
coordination of marketing efforts and to recommend 
changes to improve returns to sheep producers. 


The Council is not a marketing board, but it will offer 
opportunities to coordinate action. It plans to assist 
existing provincial marketing groups, improve the 
grading system and promote the products. 


The initiative shown by the sheep industry in esta- 
blishing the Council was welcomed by the Agriculture 
Minister H.A. Olson. “‘The federal government”, he said, 
“is willing to provide assistance to the Council up to 
$250,000 in the first year”’. 


NATIONAL FARM PRODUCTS MARKETING 
COUNCIL 


Agriculture Minister H.A. Olson, has announced the 
appointment of six members to the National Farm 
Products Marketing Council. 


The Council, which will have its headquarters in Ottawa, 
will begin operations soon, overseeing the establishment 
and operation of national marketing agencies for various 
farm commodities. 


The appointed chairman is Mr. Paul Babey of 
Edmonton, Alberta, and the vice-chairman Mr. Real Roy 
of Boucherville, Que. Other members appointed were 
Mr. Ralph Ferguson of Alvinston, Ontario; J. Adrien 
Levesque of St. Leonard, New Brunswick; Hector Hill of 
Truro, Nova Scotia; and Albert Vielfaure of La 
Broquerie, Manitoba. 


The first applications to form national marketing 
agencies are expected from egg and broiler chicken 
producers. (28 March 1972). 
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DEVELOPMENTS ABROAD 


Highlights from “Spot News from Abroad”, the newsletter issued by the International Liaison Service of Canada 
Agriculture, in co-operation with the trade Commissioner Service of the Department of Industry, Trade and 


Commerce. 
Grains 


International Grain Trade 


As a result of the continued strong demand for grains 
from the Soviet Union, Eastern Europe, China and 
Japan, the recovery in international trade noted in the 
later months of 1971 has continued into 1972. The 
volume of exports recorded so far for 1971-72 by the 
main exporting countries is now estimated to be about 
4.5 percent greater than a year earlier. Shipments of 
wheat and flour are still marginally lower than last 
season, but the combined exports of feed grains are now 
estimated to be about 10 percent greater than last year, 
reflecting a marked expansion in trade in corn. 


The strong demand for feed in Europe and Japan has led 
to a big expansion in international trade in corn this 
season. Exports recorded so far for 1971-72 are.over 20 
percent higher than a year earlier. Argentine exports 
benefited earlier in the season from the reduced 
American supplies following the smaller 1970 harvest 
and they have continued to flow at a substantial level, 
with especially large shipments to Spain and Chile; over 
the first 11 months of the season the trade was almost 
10 percent higher than in 1970-71. 


Exports of wheat and wheat flour recorded so far in 
1971-72 by the eight main exporting countries have 
recovered sharply in recent months and are now esti- 
mated to be less than one percent below last season’s 
level. International trade in barley in the first months of 
1972 has been rather slower than a year earlier so that 
aggregate shipments recorded so far for the 1971-72 
season by the nine main exporters are estimated to be 
some 15 percent below their level last year. 


Trade in oats continues to run at about a third below its 
last year’s level, with sharply reduced consignments from 
the United States and Canada, though the fall has been 
partially offset by an expansion in exports from Sweden 
which is the biggest shipper so far in 1971-72. Trade in 
rye continues to be over 50 percent higher than last 
season, reflecting big sales by Canada to Japan and a 
moderate recovery in exports from the United States 
which were negligible in 1970-71. (Grain Bulletin, 
Commonwealth Secretariat, London, March 1972) 
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Livestock 


US Beef Prices Unlikely to Show Heavy Decline 


Given a satisfactory economic framework, US beef 
prices are unlikely to show significant declines in the 
intermediate future, although some easing from last 
month’s highs are possible, according to Irv Fishman, 
vice-president, and general manager of the slaughter 
division of Spencer Foods, Inc., a leading Iowa beef 
slaughtering firm. Mr. Fishman stated that the shortage 
of cattle is the key to the current meat price situation — 
a condition due to high corn prices last year which had 
discouraged cattle feeding. 


This development had resulted in a squeeze on packers’ 
profits stemming from their inability to operate at full 
capacity. Thus, the narrow margins which have tradi- 
tionally characterized the industry had been subjected to 
additional pressure by the inflexibility of higher over- 
head costs in the form of labor and capital expenses. Mr. 
Fishman stated that while the shortage of cattle would 
be alleviated later as a result of lower feeding costs 
prevailing in recent months, the combination of 
consumer demand for beef and reduced competitive 
pressure from lower pork supplies would sustain beef 
quotations. (Journal of Commerce, April 13, 1972) 


Decline of the British Sheep Industry 


A report on the U.K. sheep industry, the work of a team 
drawn from the NFU’s of England, Wales and Scotland, 
the British Wool Marketing Board, and the National 
Sheep Association, indicates that, for 10 years, there has 
been a progressive decline in sheep production in Britain. 
The decline initially occurred in those areas where sheep 
compete with other agricultural enterprises and sub- 
sequently in all areas. This decline has resulted directly 
from diminishing profitability associated with guaran- 
teed returns for sheep and wool, which had fallen 
steadily in real terms. 


The market for lamb has tended to weaken over the 
years relative to that for other meats partly due to 
competition from an expanded supply of pork and 
poultry and partly due to the failure of the distributive 
trade to adapt its methods of selling lamb to modern 
consumption patterns. 
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Under the support system, finance is provided by means 
of guaranteed prices for fat-stock and wool, annual 
grants to maintain the hill ewe flock, and capital grants 
for maintaining and improving the fixed resources, land 
and buildings. The report considers that the compre- 
hensive machinery of support is frustrated unless the 
prices it guarantees and the grants it provides are 
individually adequate and mutually balanced. Thus the 
neglect of end prices in favour of production grants has 
resulted in the serious decline in sheep numbers in those 
sectors to which the production grants do not apply. 
(IFAP News, February 1972) 


Beef from Developing Countries to European Markets 


Convenience foods are revolutionizing Western European 
eating habits and changing the pattern of beef consump- 
tion. These changes may create increasing opportunities 
for beef suppliers in developing countries; one of the 
most significant aspects of the convenience-food trend is 
that it is cleaving the beef market into two distinct 
segments. 


While the traditional market for fresh beef sold for 
direct consumption is leveling off (except in Italy) and is 
being increasingly supplied by European production, the 
market for industrial-grade beef, used to make conve- 
nience foods, is growing and is relying more and more on 
imports. 


This is the kind of beef that developing countries have 
the best chance of exporting. Many of them raise the 
lean, rangefed cattle preferred by manufacturers. It is 
less tender than the beef sold in butcher shops, but it 
stands up better in processing. 


Of special interest to developing countries is the record 
of European imports from areas other than traditional 
sources. Botswana, Cuba and South Africa ship frozen 
beef to the United Kingdom. Italy gets a large portion of 
its frozen beef from Romania, and much of its fresh and 
chilled meat from Eastern Europe, primarily Yugoslavia. 
The largest African exporter to Western Europe is 
Madagascar which ranks second only to Argentina in 
sales of frozen beef to France. (International Trade 
Forum, October-December 1971) 


US — Number of Hogs and Prospective Pork Supplies 


After analyzing figures obtained by a survey of farmers 
in ten leading hog-producing states, providing about 
three-fourths of all hogs raised in the United States, 
USDA statisticians made the following estimates: the 
number of hogs on March 1 totaled 41,792,000 — six 
percent below last year’s figure. The number kept for 
breeding was 6,449,000 — down eight percent. And the 
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number for market was 35,343,000 — six percent fewer 
that last year. © 


Most of the 35.3 million hogs being kept for market will 
be converted to pork during the seven months of March 
through September. While the number of hogs available 
for market in this period is about six percent smaller 
than the exceptionally large number available a year ago, 
it is eight percent greater than the number reported two 
years ago; also, almost 10 percent more than the average 
number available for the four years 1967 through 1970. 


For 1972 as a whole, commercial hog slaughter now 
seems likely to fall five to seven percent short of last 
year’s record volume. On previous occasions, such a 
reduction in the supply has often lifted prices by about 
20 percent. The prices for barrows and gilts at the seven 
Midwest central markets averaged $18.45 last year. 
Adding 20 percent to that figure would make a little 
more than $22. (Illinois Farmers’ Outlook Letter, 
Urbana, Illinois, March 29, 1972) 


Dairy Products 


British Imports of Butter 


The British Minister for Trade has announced that 
Britain has decided to supplement the quota system for 
imports of butter into Britain by an open licensing 
system whereby all butter from all sources except 
Rhodesia can be imported beginning April 1, 1972. The 
individual country quota allocations will continue at the 
same level as in 1971-72, 420,000 long tons. As of 
February 1, 1973 these arrangements will be superseded 
by the application of the Common Agricultural Policy 
(C.A.P.) of the E.E.C. (Canadian Commercial Counsel- 
lor, London) 


New Zealand 1970-71 Dairy Production 


The New Zealand output of milk and dairy products 
during 1970-71 was just equal to that of 1969-70. The 
main contributory factors were further drought condi- 
tions in some areas, the continued effects of the switch 
to dairy beef, and the slow recovery of pastures 
following severe drought in 1969-70. In order to fulfil 
overseas sales commitments for cheese, the New Zealand 
Dairy Board arranged to divert milk from butter/casein 
to cheese. 


Butter production stood at 229,100 tons, 7,000 tons less 
than in 1969-70, and cheese production was 106,100 
tons, 7,500 tons less than in 1969-70. Skimmed milk 
powder production rose to 122,976 tons as against 
110,522 tons the previous season, while casein pro- 
duction fell by 7,227 tons to 54,751 tons. Buttermilk 
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powder manufacture declined from 20,548 tons to 
18,706 tons. (Agra Europe) 


Oilseeds 


France — 1971 Imports and Exports of Oilseeds 


Total French imports of oilseeds for 1971 reached 
188,645 metric tons of which 175,105 tons came from 
Canada. This compares with 51,238 tons imported in 
1970, of which 41,439 tons were provided by Canada. 
Thus total imports increased by 137,407 tons while 
imports from Canada increased by 133,666 tons. 


Total French exports of oilseeds for 1971 reached 
210,669 metric tons, compared with 199,009 tons last 
year. Main destinations were Italy with 175,574 tons, 
and Algeria with 19,446 tons, which is 15,756 tons less 
than last year. The outlook for total exports during the 
1971-72 campaign would be 245,000 to 265,000 metric 
tons (200,000 to 220,000 to Italy; 25,000 to Algeria 
and 20,000 to other countries). The Italian market 
remains accessible because of a transportation premium. 
(Canadian Commercial Assistant Agriculture, Paris) 


ECC Concerns about Soybean Demand-supply Situation 


A delegation of FEDIOL, the Federation of Common 
Market Oilseed Processors, arrived in Chicago on April 
24, 1972 to begin a tour of soybean growing areas of the 
United States. According to Mr. Blankestijn, spokesman 
for the group, the Soybean Commission of the Common 
Market has been concerned for some time about the 
supply and demand picture of soybeans and soybean 
products. 


This concern has grown, particularly after the publi- 
cation of the planting intentions for the 1972 season in 
the U.S., which represents only 45.5 million acres. 
FEDIOL is of the opinion that the soybean supply in the 
immediate future, and also in the years to come, cannot 
meet the growing demand. Mr. Blankestijn added that in 
1971, Common Market members processed eight million 
tons of oilseeds, of which 4.9 million tons were 
soybeans. 


Total soybean meal consumed in the Common Market in 
1971 was 6.6 million tons, of which 2.6 million was 
imported, mostly from the United States. In 1971 
Common Market members had a processing capacity of 
180 million tons. In 1974 this figure will be closer to 
280 million tons, according to Mr. Blankestijn, who said 
that Common Market members will still need to import 
2.5 million tons of meal. (The Journal of Commerce, 
New York, April 26, 1972) 
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U.S.S.R. Oilseeds 


The U.S.S.R. 1971 vegetable oil production was 2.9 
million tons (compared to 2.817 million tons in 1970, 
and 2.979 in 1969). The 1971 increase over the 1970 
level is ascribed to the 1970 bumper cotton crop. It is 
expected that the 1972 vegetable oil production will 
drop back to the 1970 level. 


With livestock numbers still increasing (though less 
rapidly than a year ago), the requirements for protein 
supplements for livestock feed continue to grow. The 
U.S.S.R. is presently buying feed grains from the U.S.A. 
They may in the near future be in the market for 
vegetable oil. (Canadian Assistant Commercial Secretary, 
Moscow) 


Fruit and Vegetables 


FAO/WHO Commission Discuss Possible Hazard of 
Spinach to Babies 


In spite of what spinach does for grown-ups like Popeye, 
when very young babies howl objections about eating 
their spinach they are probably right to do so. Several 
delegations to the Codex Alimentarius Commission’s 
Committee on Foods for Special Dietary Uses, meeting 
in Bonn recently, spoke in favor of prohibiting the use 
of spinach for babies less than three months old because 
of possible hazards arising from nitrates present in 
spinach - both fresh and quick-frozen. 


The Commission was established to implement the Joint 
Food Standard Programme of the Food and Agriculture 
Organization (FAO) and the World Health Organization 
(WHO). The international standards it sets may be 
enforced by governments on a national basis. Since, in 
the public’s belief, spinach is a valuable food, it was 
suggested that adequate warning “concerning the un- 
suitability of this product for the very young infant” 
may be necessary on labels. 


The Committee’s report reveals that it was of the 
opinion that “the high nitrate content of spinach carried 
the potential danger of causing methaemoglobinaemia (a 
form of blood poisoning) in early infancy”, and noted 
that “the problem of reduction of nitrate to nitrite 
would also apply to other vegetables with a high nitrate 
content”. (FAO) 


General 


EEC — The Non-candidates Negotiate 


In December 1971 the six non-candidate countries 
(Austria, Finland, Iceland, Portugal, Sweden, Switzer- 
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land) of the European Free Trade Association (EFTA - 
A Single Market of Nine Countries and 100 Million 
People) began their negotiations with the EEC, aimed at 
special relations agreements based on free trade in 
industrial and agricultural products. The EEC Commis- 
sion is conducting these negotiations on the basis of a 
mandate from the Community Council of Ministers. The 
aim is to be able to sign the special relations agreements 
in June 1972. 


The objective is to have all the special relations 
agreements come into force at the beginning of 1973, 
i.e. at the same time as Britain, Denmark, and Norway 
are to enter the EEC as members. Certain points in the 
discussions relate to agriculture. 


Austria is dissatisfied generally with the present Commu- 
nity mandate in relation to agricultural products. 
Finland is particularly concerned about the Community 
suggestion that free trade in paper products should not 
be reached for twelve years, instead of the normal 
five-year transition period for the abolition of tariffs, 
quotas, etc. Iceland complains that the Community 
offers normal free trade treatment on only a minute 
proportion of those Icelandic exports, mainly fish 
products, at present subject to tariffs or other trade 
barriers by the Community. Portugal is not satisfied with 
the Community offer in her case, since it falls short of 
offering a sufficient degree of free trade to Portuguese 
exports. Many of these are accorded free trade treatment 
in EFTA but are classified as agricultural products by 
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the Community, subject to various special entry regimes. 
Sweden continues to hope that the Community will 
offer a wider agreement generally than at present 
envisaged. Switzerland also has some unsettled points 
remaining to be negotiated. The suggested 3-year freeze 
on Community tariff reductions on watches is held by 
the Swiss to be unequitable, as also is the limited 
Community offer on processed foodstuffs. (EFTA 
Reporter, April 12, 1972) 


U.S. — Farms and Land in Farms 


The U.S. had an estimated 2.876 million farms operating 
during 1971, two percent less than in 1970. The 
preliminary estimate for 1972 indicates that 2.821 
million farms will be in operation. This reduction would 
be similar to the percentage declines of the past few 
years. Total land in farms, estimated at about 1,117 
million acres for 1971, continues a steady decline but at 
a much slower rate than for farm numbers. For 1972, 
the preliminary estimate of land in farms is 1,114 
million acres. 


The past decade saw a 25 percent decline in number of 
farms while only a four percent drop was recorded in 
farm land. These changes are associated with a 27 
percent increase in the average size of farms. The 
continued disappearance of small farms along with 
mergers into larger, more efficient operations contri- 
buted most to the change in farm numbers. Urbanization 
and highway construction were the major causes of 
decline in farm land. (USDA) 
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PUBLICATIONS 


ECONOMICS BRANCH PUBLICATIONS 


Publications 1971. A list of material published in 1971. 
Compiled by A. Trempe. Ottawa, 1972. 5p. Bilingual. 
Pub. No. 72/2. Free. 


AGRICULTURE CANADA PUBLICATIONS 


Available from Information Division, Agriculture Canada, 
Ottawa, Canada, K1A 0C5 


Crop and Seasonal Price Summaries. Prepared in the 
Markets Information Section, Production and Marketing 
Branch, Agriculture Canada, Ottawa, 1972. Volume 24, 
1970-1971, Part I: Fresh and Processed Fruit and 
Vegetables; Maple Products and Honey. 31p. Bilingual. 
Cat. No. A77-12/24-1. Free Volume 24, 1970-1971, Part 
II; Fresh and Processed Fruit and Vegetables. 5\p. 
Bilingual. Cat. No. A77-12/24-2. Free. 


Crops Bulletins. Board of Grain Commissioners. Pre- 
pared in the Grain Research Laboratory, Winnipeg, 
Manitoba. 1/3 - Canadian Flax and Rapeseed, 1971. 
Ottawa, December 1971. 18p. Tables, maps. Cat. No. 
1-92-4. Free. 


Farm Letter. Monthly. Ottawa. Bilingual. Free. No. 69 
National Marketing Agencies. February 1972. Cat. No. 
A27-8/69 


Management of the Western Range. Agriculture Canada, 
Ottawa, reprinted, 1971. 34p. Illus., tables, figs., maps. 
Pub. No. 1425. Free. This publication replaces Publi- 
cation 1133, Range Management of Grasslands and 
Adjacent Parklands in the Prairie Provinces. 


Farming Potential of the Canadian Northwest. Agri- 
culture Canada, Ottawa, 1972. 26p. Illus., tables, map. 
Pub. No. 1466. Free. 


Corn for Livestock and Poultry. Agriculture Canada, 
Ottawa reprinted, 1972. 15p. Illus., tables, map. Pub. 
INO. 1358. Free: 


How to grade furs. Terence Ruttle. Ottawa, reprinted, 
172.91 pilus: Pub: No, 1362: Free: 


Growing Buckwheat. S. Tahir Ali-Khan. Ottawa, 1972. 
Sp. Pub. No. 1468. Free. 
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Glossary of terms in Soil Science. Agriculture Canada, 
Ottawa, 1972. 66p. Tables. Pub. No. 1459. Free. 


International Symposium on the Storage of Grain and its 
Products. Symposium held in Winnipeg on June 7-9, 
1971. Agriculture Canada, Ottawa, 1971. 38p. 


GOVERNMENT OF CANADA PUBLICATIONS 


Available from Information Canada, 171 Slater Street, 
Ottawa, K1A OS9 


Canadian Agricultural Productivity. L. Auer. Economic 
Council of Canada, Ottawa, reprinted, 1972. 101p. 
Tables, chart. Cat. No. EC-22-1/24. Price $1.50 
Contents: Introduction - Conceptual analysis of labour 
productivity in agriculture. Comparisons of farm income 
and farm production per worker, Canada and U.S.A. 
Comparisons of agricultural labour productivity and 
resource use, Canada and U.S.A. Yield technology. 
Summary and conclusions. 


Dimensions of Canadian Regionalism. No. 49. Series of 
Geographical Papers. - A. Michael Ray, State University 
of New York at Buffalo. Environment Canada, Policy 
Planning and Research Service, Ottawa, 1971. 59p. 
Tables, figs. Cat. No. EM36-506/49. Price $4.00 This 
paper is concerned with one of the most characteristic 
features of Canadian geography in the present century: 
the social and economic disparities between the major 
regions of Canada. These differences are due to various 
causes: among others, the physical character of the 
country; differences in cultural origin of the immigrants; 
the timings of settlement; and proximity to heavily 
industrialized areas of the U.S.A. 


New Approaches to Public Decision-making. Special 
studies of the Economic Council of Canada No. 18. 
Alice M. Rivlin. Ottawa, 1972. 37p. Cat. No. EC22-2/8. 
Price $1.25. This study was prepared as a background 
paper for the Eighth Annual Review of the Economic 
Council of Canada. 


ARDA. Federal-Provincial Rural Development Agree- 
ment 1971-1975. Regional Economic Expansion 
Canada, Ottawa, 1972. 4 volumes: 

1) Canada/Newfoundland. 

2) Canada/Nova Scotia. 

3) Canada/New Brunswick. 

4) Canada/Quebec. 
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Canada and the Developing World. CIDA Annual Review 
1970-1971. Ottawa, 1971. English text. 86p. Tables, 
figs. Bilingual. Cat. No. E94-471. 


How Your Tax Dollar is Spent 1972-73. Treasury Board, 
Ottawa, 1972. English text. 3lp. Ilus., tables, charts. 
Bilingual. Cat. No. BT42-172. Free. A taxpayer’s intro- 
duction to the spending plans of the Government of 
Canada for the fiscal year beginning April 1, 1972. 


STATISTICS CANADA PUBLICATIONS 


Available from the Publications Distribution Unit, Statis- 
tics Canada, Ottawa, Canada, K1A OT7 


Federal Government Expenditures on the Human 
Sciences 1969-1970. Ottawa, 1972. Cat. No. 13-545. 
Price 75¢ per copy. This publication begins a compre- 
hensive statistical series on activities in the field of social 
sciences and humanities. 


Farm Wages in Canada. Ottawa, 1972. Three issues a 
year. 2p. Cat. No. 21-002. Price 25¢ per copy. 


Production and Value Estimate of Honey 1971. Ottawa, 
1972. 2p. Tables. Cat. No. 23-209. Price 25¢. Number of 
beekeepers and colonies, honey production and value, 
Canada and provinces. 


Sugar Situation. Monthly. Bilingual. 4p. Cat. No. 
32-013. Price $1 a year. 


Fruit and Vegetable Preservation. Vol. 1 No. 1. Ottawa 
1972. Cat. No. 32-023. Price $1 for the series. Stocks of 
canned fruit and vegetables held by canners, by geogra- 
phical areas. 


Cane and Beet Sugar Processors 1970. Annual Census of 
Manufactures. Ottawa, 1972. 9p. Tables. Cat. No. 
32-222. Price 50¢ per copy. 


Vegetable Oil Mills 1970. Annual Census of Manufac- 


tures. Ottawa, 1972. 8p. Tables. Cat. No. 32-223. Price 
50¢ per copy. 
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Retail Prices and Living Costs. Vol. 1 No. 1. Ottawa, 
1972. 10p. Cat. No. 62-005. Price $2 a year. Patterns of 
expenditure by family-income for 1969 are summarized 
in the 10 page first issue of this new service bulletin. 
Future issues will contain advance summaries and 
comments on family expenditures, consumer prices and 
national and international living cost comparisons. 


Notes on Labour Statistics. New publication, Ottawa, 
1972. Cat. No. 72-207. Price 75¢ per copy. This new 
publication provides highlights, background material and 
technical observations to assist all users of labour 
statistics in mews media, government, universities, 
business and labour organizations. 


Field Crop Reporting Calendar 1972. Prepared in the 
Crops Section, Agriculture Division, Ottawa. 


FAO, OECD and U.N. PUBLICATIONS 


Available from Information Canada. 


FAO Rice Report 1971. FAO, Rome, 1971. 32p. Tables. 
Pub. No. PP/C2521/12.71/E/1/3300. Price U.S. $1.50. 


CERES. FAO Review. Vol. 5, No. 1. Rome, Jan-Feb. 
1972. 65p. Issue on environmental priorities. 


OTHER PUBLICATIONS 


Analyse des comptabilités agricoles (G.E.R.A.). Exercise 
1969. Service des études économiques. Direction 
générale de la commercialisation. Ministére de I Agri- 
culture du Québec, Québec, 1972, (12 volumes for the 
12 administrative regions). Tables. 


Agricultural Statistics Report 1970. Department of 
Agriculture. Province of British Columbia, Victoria, 
BIC. S192 0p. 


Creating Social Change. Ed. by G. Zaltman and P. Kotler 
both of Northwestern University, and Ira Kaufman, 
University of Manchester. Holt, Rinehart and Winston, 
New York, 1972. 800p. 
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CANADIAN FARM ECONOMICS 


IN REPLY FROM READERS: 


There are a great many one-way messages being sent 
today and the person at the receiving end has very little 
chance to talk back. 


Communication is a two-way process. It should provide 
opportunities for both parties to exchange views, ask 
questions, and receive explanations. This would contri- 
bute to much more understanding among individuals, 
institutions and among large groups of people. This is 
why we look forward to receiving your letters. We need 
your reactions and your feedback when you read our 
articles. 


However, I realize you don’t always have the time to 
write a letter - so I have included a short “In reply” 
sheet for you, at the back of this issue. This will be a 
regular feature of Canadian Farm Economics. Would you 
look it over and fill it out to express some of your views 
on what is said in this issue and then please return it to 
me. 


Your reply may help us at this end of the communi- 
cation process to further improve future issues of this 
publication. 


I look forward to hearing from you. 


So long for now, 
vi Dac Coe. 


Managing Editor. 
P.S. We are gearing up for more work on marketing. In 


the back section of this issue you’ll find a number of 
publications on marketing. 
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USING COMPUTERS IN 


B.H. Sonntag * 


Modern commercial agriculture is characterized by rapid 
technological change, increasing size of production units, 
and continuing substitution of durable capital goods for 
labor. While short-term production decisions continue to 
be vital, investment and related financial decisions are 
becoming increasingly more critical. These latter deci- 
sions can have long-lasting effects on future cash flows, 
annual net income, and growth in net worth. Effective 
decision-making in this environment requires greater 
emphasis on long-term planning, planning which attemps 
to evaluate the consequences of alternative decisions 
before resources are committed. The complexity of the 
decision-making process suggests that farmers could 
benefit materially from computer-oriented management 
tools which have the capacity and flexibility to accom- 
modate their particular situations. This article describes 
a computerized farm management decision tool which 
can be used in planning the organization and future 
growth of farm businesses. These computer models do 
not replace the manager as the decision-maker; they 
merely facilitate the performance of the management 
function. 


Farmers need various types of information in order to 
effectively manage their farm businesses’. This infor- 
mation can be obtained in various ways. In this article 


‘See (1,3) for discussions of the information needs for effective 
management. 


*Dr. Sonntag has been working on interdisciplinary economics 
research at the Lethbridge station since completing his Ph.D at 
Purdue University in 1971. 


THE FARM BUSINESS 


Computers can help farm managers make better deci- 
sions, particularly long-run investment and growth 
decisions. 


we are concerned with formal, systematic procedures for 
gathering and analyzing this information. Many different 
types of programs have been developed to assist farmers 
in identifying and diagnosing management problems. 
The farm accounting and business analysis programs 
provided by universities, provincial governments and, 
more recently, CANFARM are examples. These pro- 
grams provide a systematic procedure for recording the 
state of the farm business (physical and financial) at a 
given point in time and often provide data for other 
forms for comparative purposes. The next step in the 
decision-making process is to use this information and 
other data for forward planning, i.e., to predict the 
outcomes of alternative future courses of action. 


This article discusses computer models which can be 
used to test a whole series of alterations to the existing 
set of resources and thereby provide a basis on which to 
make feasible and beneficial changes in the organization 
of the farm. Systematic appraisal of alternative invest- 
ment plans will become more critical as agriculture 
becomes more capital intensive. The article proceeds 
from general considerations of decision-making and 
farm-firm growth processes, to a discussion of one 
computer model which farmers are using to solve 
management problems. This discussion has several 
purposes: 


(1) To alert researchers, extension workers, farmers, and 
agri-business personnel to the existence of certain 
formal techniques for long-run planning. 
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(2) To emphasize the need for joint involvement of 


animal scientists, economists, agronomists, en- 
gineers, and others in developing useful decision 
aids. 


(3) To indicate plans for development of farm manage- 
ment decision aids for Canadian farmers. 


(4) To describe the ways in which some farmers are 
using modern computer technology to help solve 
management problems. 


DECISION MODELS AND THE DECISION 
PROCESS 


Every farmer faces the problem of allocating his scarce 
supply of resources (land, labor, capital, management) 
among a number of alternatives. He must make decisions 
on (1) what to produce, (2) what production methods to 
use, (3) what production schedule to follow, (4) what 
quantities of inputs to purchase, (5) when and where to 
buy and sell, (6) the kinds, sources, and amounts of 
financing required and the like. Each farmer evaluates 
his alternatives in his own way and selects those that are 
consistent with his goals and objectives. The decisions 
may be made on an intuitive basis or with the assistance 
of formal decision-making tools?. 


Figure 1 is a conceptual model or picture of the manner 
in which the individual farmer’s decision-making process 
operates?’ 4, The farm-firm’s current resource position or 
capital stock reflects the outcomes of decisions made in 
the past. The current position of the firm with respect to 
specific assets, debts, and net worth affects the farm 


24 wide range of formal decision-making tools are available. 
These include simple budgets at one extreme to sophisticated 
computerized farm planning aids at the other. The computerized 
farm planning tools can be thought of as ‘“‘automatic budgets” 
where the necessary calculations are performed by the computer 
rather than by manual methods. These computerized budgets are 
often called ‘decision models” (5, 6, 8). The data used in these 
models can be based on research results, averages from other 
farms, or records from the farm being budgeted. The computer 
model or budget described in this paper uses all of these sources, 
Furthermore, many of the coefficients in the model can be 
altered by the user to reflect his own situation. 


3 model can be generally defined as a simplified representation 
of some real phenomenon or situation. Models can take many 
forms. They may be physical representation as in the case of 
scale models of buildings. Models may be symbolic as is the case 
in Figure 1 where a diagram is used to depict the farm manager’s 
decision-making process. A computer model such as the one 
described in this paper is another form of symbolic model where 
real world processes are represented or ‘‘modeled” in mathe- 
matical terms. 


4 Figure 1 is adapted from (9, p. 493). 
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family’s goals and aspirations for the future and places 
some restraints on the alternatives that are available in 
the future. The goals of the farm family can change over 
time in response to many other forces including financial 
outcomes from decisions made in the past; changes in 
age and composition of the farm family; and changes in 
preferences, attitudes, knowledge, and skills of members 
of the family. The goals of the farm family form the 
criteria or basis on which the expected outcomes of 
various alternatives are evaluated. The alternatives which 
the manager is willing and able to consider at any point 
in time are determined by personal preferences and 
specific goals, the current resource position of the firm, 
and by external forces beyond the control of the 
decision-maker. The relevant set of alternatives must 
then be analyzed and evaluated on an intuitive basis or 
with the assistance of formal decision aids. Yield and 
price expectations are brought to bear on this set of 
alternatives and a decision is made and implemented. 


Imperfect knowledge, with respect to the future, forces 
reliance on expectations in the planning and decision- 
making process. These expectations are based on 
experience, historical prices and yields, market outlook 
information, changes in government policies and pro- 
grams, soil moisture conditions, and other factors. A 
consequence of the uncertainty concerning future 
conditions and events is the possibility that the outcome 
from the implemented alternative may differ from that 


expected at the time of implementation. Unexpected 


outcomes result in changes in expectations. The revised 
expectations then influence subsequent analyses and 
decisions. The existence of uncertainty forces decision- 
making to be a dynamic, continuous process of learning 
and re-evaluation in the light of new information (6,7). 


THE FARM-FIRM GROWTH PROCESS 


Firm growth can be defined as the process through 
which firms acquire control of the services of additional 
resources by paying a price less than they will earn and 
thus add to the net worth of the farm. Growth is made 
possible through the generation of investable funds. 
These are obtained from disposable income (net income 
after cash operating expenses, taxes and loan payments) 
in excess of cash withdrawals for living expenses 
(consumption) and from credit sources. The growth path 
and the rate of growth are affected by the managerial 
ability, goals, and attitudes of the farm operator; the 
institutional environment (marketing quotas, loan limits, 
tax laws, etc.); risk and uncertainty; and resource 
availability. As indicated in Figure 1 these are important 
elements in the decision-making process, which directs 
the growth of the farm-firm. 


EXTERNAL 
FORCES 
(loan limits, 
quotas, 
gov't. policy ) 


FARM FAMILY SPECIFICATION OF 
GOALS ALTERNATIVES 

EXPECTATIONS ANALYSIS AND 

(prices, yields) EVALUATION 


FARM'S RESOURCE 
POSITION 


PERSONAL FACTORS 
(attitudes, preferences, 
knowledge) 


OUTCOME 


RANDOM 


Tene oa IMPLEMENTATION 
(rain all, OF SELECTED PLAN 
disease 

insects ) 


Fig. 1 - The Decision-Making Process 
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INVESTMENT 


PRODUCTION 


DEPRECIATION CAPITAL STOCK SALE 


pom -- -- - - - -|- -- -- - --- ---------- CREDIT 
i 
PRINCIPAL RETURN ABOVE 
PAYMENTS VARIABLE COSTS 
INCOME 
TAXES 


INTEREST 


PAYMENTS 
ON LOANS 


DISPOSABLE FAMILY GOALS 
INCOME (consumption) 


SURPLUS FOR 
RE - INVESTMENT 


NET WORTH 


Fig. 2 - The Farm-Firm Growth Process 
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Figure 2 is a conceptual model or picture of the 
farm-firm growth process®. Funds for new investment 
are generated from disposable income in excess of 
consumption withdrawals, and from the external capital 
market. The productive capacity of the firm at a given 
point in time consists of the capital stock of the previous 
period plus new investment less capital sales and 
depreciation. These resources (land, buildings, machin- 
ery, etc.) are used in the selected production processes. 
The amount of disposable income available to the farm 
family is dependent upon the productivity of these 
processes and the cash withdrawals for income taxes and 
principal and interest payments on outstanding loans.° 
The disposable income of the farm family is allocated 
between consumption and savings (investment)’. If 
production has been profitable the net worth of the firm 
will increase, provided, of course, that all profits are not 
consumed. Principal payments and re-invested disposable 
income increase the net worth of the firm. A larger net 
worth increases the borrowing capacity of the firm 
which, in term, permits the firm’s productive capacity to 
be increased. New loans incurred to increase the produc- 
tive capacity increase the principal and _ interest 
commitments for future periods. 


The interdependence of production and investment 
decisions in the growth process is evident from Figure 2. 
Current production and investment decisions are 
dependent upon both past and future decisions. The 
inventory of buildings, land, machinery, and other assets 
that has been accumulated as a result of past decisions 
imposes some restrictions on current and future choices. 
Since different processes require differing relative 
amounts of resources, a decision to deviate from a 
previous production plan may require substantial new 
investment and possibly abandonment of some existing 
resources. A further consideration is the extent to which 
current decisions restrict the firm’s ability to alter its 
production plan in the future. These factors can have 
important effects on the production and investment plan 
ultimately adopted. 


THE PURDUE UNIVERSITY HOG-CORN 
MODEL 


The processes involved in managing and directing farm 
businesses were described in the preceding sections. The 


Figure 2 is adapted from (2, p. 5). 


© Annual disposable income is defined as the annual net revenue 
above variable costs less annual debt servicing (principal and 
interest) and taxes. Thus, it is the quantity of funds available for 
consumption and re-investment. 


TSavings may be allocated to farm and/or non-farm investments. 
Both forms can, however, affect the net worth of the farm 
through their effects on the farm’s borrowing capacity. 


Purdue University Hog-Corn Model is a specific example 
in which these processes are formalized into an oper- 
ational computer model which can be manipulated to 
facilitate study of a wide range of management problems 
encountered by hog producers in the U.S. corn belt®. It 
is being used by farmers in the Purdue Top Farmer 
Swine Workshops as an aid in planning the organization 
and future growth of their own farm businesses’. The 
computer model is assisting these farmers in answering 
the following types of questions: 


1) Should I purchase feeder pigs, produce feeder pigs, or 
have a farrow-to-finish operation? 


2) What type of housing should I build, a_ high 
investment-low labor system, a low investment-high 
labor system, or some combination? 


3) How often should I farrow or purchase feeder pigs; 
one, two, three, four, six, or twelve times per year? 


4) During which months should I farrow or purchase 
feeder pigs? 


5) How large should my swine enterprise be? 
6) How fast should I expand? 


7) If I continue to use the types of buildings I now have 
and maintain the same management system, how 
much can J expand and how profitable might it be? 


8) How might I expect debt restrictions, labor 
efficiency, prices, etc., to affect the expansion and 
organization of my business? 


9) How do these factors affect cash flow, consumption, 
and net worth? 


10) Can I pay for additional buildings? 


The Purdue University Hog-Corn Model is not directly 
applicable to Canadian conditions. It is discussed here to 
help make Canadian agriculturalists aware of the 
existence of this type of management tool. It is 
anticipated that similar kinds of models will be construc- 


8The detailed content of the model and how to use it are 


described in (10) and in forthcoming research or extension 
bulletins from the Purdue Agricultural Experiment Station, 
Lafayette, Indiana. The structure and solution procedure for the 
model are described in (7, 10). 


The first Top Farmer Swine Workshop in which the computer 
model was used by farmers was held in December 1970. Other 
workshops with farmer participation were held in July, 1971 and 
January and July, 1972. More are planned for the future. 
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ted for use by Canadian farmers. The explanation which 
follows refers specifically to the Purdue model but it can 
be interpreted to apply more generally to other models 
which have been or may be developed for similar 
purposes, 


Some of the features incorporated in these models to 
enable them to be used for planning purposes are: 


1) Sufficient flexibility to permit a detailed description 
of the current resource position of the farm through 
the use of a set of forms and simple user instructions. 


2) A report, in the form of self-explanatory tables, that 
permits detailed analysis of the growth potential of 
the farm. 


3) A wide range of production and investment alter- 
natives for livestock and crop production. 


4) A wide range of efficiency standards that allow the 
user to reflect his managerial ability or technical 
competence. 


5) Capability to permit specification of farm family 
goals regarding consumption requirements, debt 
limits, and production preferences. 


The user of the model communicates with it through an 
input form. A completed input form for the Purdue 
University Hog-Corn Model contains the following 
information: 


1) Inventory of buildings, machinery, land, hogs, and 
other assets with detail on type, capacity (amount), 
and age. 


2) Permanent and seasonal hired labor availability on a 
biweekly basis. 


3) Financial situation -- debts, payment commitments, 
cash balance. 


4) Hog and corn production and investment alternatives 
to be considered. 


5) Restraints under which the farm operates -- loan 
limits, restrictions on labor supply, restrictions on 


rate of expansion, enterprise size limits. 


6) Technical coefficients -- litter size, mortality, feed 
conversion, labor inputs, corn yield. 


7) Prices -- hogs, corn, wage rates, interest rates, 
buildings, machinery. 
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8) Family consumption requirements -- the amount 
withdrawn annually from the farm business for living 
expenses. 


‘With the information provided the model “runs” a 


number of budgets and develops a detailed report on the 
one that results in the largest terminal net worth of the 
firm, or in other words, the highest return on owned 
capital or maximum profits. 


The output from the model is a set of tables which 
provide the following types of information: 


1) Physical activity levels -- number of sows farrowed, 
cor acreage, number of hogs purchased and sold, 
amount of labor hired, machines and buildings 
purchased. 


2) Hog building system -- the capacity, type, and 
remaining value of buildings. 

3) The management system used -- e.g., two-litter 

farrow-finish, four-litter farrow-finish, etc. 


4) Financial situation -- annual change in net worth, 
amount and value of various types of assets and 
debts, new loans, cash balance. 


5) Resource flows - biweekly flows of cash receipts and 
expenses for corn and hogs, corn production and use, 
labor utilization and hog sales and purchases. 


6) Withdrawals -- loan payments (principal and interest), 
income taxes, and family living expenses. 


7) Limit to expansion -- the factor which prevented 
further expansion of the farm business. 


POTENTIAL USES OF THE PURDUE HOG- 
CORN AND SIMILAR MODELS 


The model can be used for a number of purposes. It can 
be used by an invididual farmer as a decision-making 
tool to plan the growth and organization of his business, 
to evaluate new technologies as they might apply to his 
own farm, or to convince his banker to extend credit for 
new investments. 


The model can be used as a teaching device. It has been 
used several times for this purpose: at Purdue University 
in Swine Management Workshops in the Top Farmer 
Program; in agricultural economics courses at Purdue 
and the University of Saskatchewan; and in demonstra- 
tion workshops at the University of Saskatchewan and 


the Canada Department of Agriculture, Research 


Station, at Lethbridge. 


The model can be used for research purposes. An 
agricultural economist may use it to test hypotheses on 
optimal production-management systems in various 
situations or to evaluate the relative profitability of 
recommended -practices as compared to existing ones. A 
physical scientist may use it to examine the effects of 
particular technical relationships on farms of various 
types. The model may be used by a credit agency to 
examine the impact of loan limits, interest rates, 
repayment terms, and the like on the growth potential 
of agricultural firms. In all of these applications the 
model can be used in conjunction with experimental 
designs and other techniques of analysis. 


The use of this type of model in Canada for the above 
purposes pre-supposes the development of similar 
models adapted to Canadian conditions. Research is 
underway in the Canada Department of Agriculture and 
elsewhere to develop systems models of agricultural 
enterprises of various types. Many of these have a 
research orientation, i.e., they are primarily designed as 
aids to evaluation of research effort in the various 
branches and institutes in the Department. Others have a 
farm planning orientation, i.e., like the Purdue Top 
Farmer Hog Model, they are designed to aid farmers and 
extension workers in making production and investment 
decisions for specific farm situations. The Canfarm Data 
System, for example, plans to incorporate a number of 
farm management decision aids into the CANFARM 
system. This system may ultimately provide Canadian 
farmers with access to a wide variety of decision aids in 
addition to the farm accounting service currently 
available. A research project aimed at developing a beef 
systems model for farm business planning in western 
Canada is now underway'®. It will include many 
alternative breeding, feeding, and housing systems for 
beef cattle; alternative sources and production methods 
‘for pasture and stored feed; financing alternatives; and 
Other features that will enable the application of the 
model to a wide range of situations where beef is a 
current enterprise or contemplated as a potential enter- 
prise. 


10 This project which involves the Canada Agriculture Research 
Station at Lethbridge and the Department of Agricultural 
Economics, University of Saskatchewan, is aimed at developing 
models conceptually similar to the Purdue model described 
above. It is expected that a simple budget version will be 
operational in mid-1972 and that longer term planning models 
will be completed in 1974. The Purdue University Hog-Corn 
Model is being revised to accommodate western Canadian grain 
production systems. 


The development of appropriate decision models will 
require inputs by scientists from a large number of 
disciplines. A fundamental requirement of a model that 
is to be used for the above types of extension and 
research purposes is adequate representation of the 
physical relationships involved in crop and livestock 
production (11). It is anticipated that the results of past 
research work at research stations and universities will 
provide much of the necessary data. The judgment and 
experience of the physical scientists involved in this 
work will be a valuable asset in identifying the relevant 
production alternatives and interpreting the results of 
past work. Where gaps exist in the data, new experi- 
ments may be undertaken to identify those relation- 
ships. These experiments are likely to be integrated into 
the program of the appropriate research station. All data 
needs cannot, however, be fulfilled through research 
station experiments. Additional data will need to be 
obtained through enumerative farm surveys, farm 
records, and other sources. 


Many researchers in the physical sciences have indicated 
a great deal of interest in computer models of the type 
described here. Many of these scientists are now co- 
operating in their development. Several reasons for this 
can be identified. First, models of the sort planned 
provide a means whereby the results of research projects 
can be extended to the farm community. Secondly, the 
development of such models may indicate important 
areas for future experiments. Thirdly, there is no reason 
why the results of research projects developed to fill 
data gaps in these models cannot be published in the 
regular publications of the scientific discipline con- 
cerned. Fourthly, cooperative work with other 
disciplines may provide a basis for publishing research 
results in a wider range of publications. Fifthly, these 
models will allow the researcher, as well as the farmer, to 
assess the economics of new technologies. 


The interdisciplinary nature of the work concerned with 
development of an appropriate model should be evident. 
The joint involvement of animal scientists, agronomists, 
economists, engineers, and specialists within these 
groups is an important element in the development of 
adequate models. The success of the Top Farmer 
Program at Purdue University, referred to earlier, is, in 
large part, attributable to good cooperation among 
disciplines and between research and extension workers 
within disciplines. Similar cooperation will be necessary 
if useful models are to be developed in Canada. The 
interest that has been shown to date suggests that this 
kind of cooperation will be forthcoming. 
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CANFARM’S 


COMPUTERIZED FARM RECORDS 


CANFARM “keeps the books” for 8,000 farmers. More 
are enrolling. Here’s how the System works. 


The main objective of CANFARM’s Farm Records 
Program is to develop and operate a computerized Farm 
Records System that regularly provides farmers with 
useful information about their businesses. The secondary 
objective is to collect data on a comparable basis across 
Canada for extension and research purposes. The service 
was first offered to 400 farmers on a trial basis in 1969. 
By 1970 the number had grown to 4,200 farmers and 
this year, 1972, nearly 8,000 are enrolled. Of these, 
2,800 are enrolled by Farm Credit Corporation and the 
remainder mainly by Provincial Departments of Agricul- 
ture.! 


To be successful on a continuing basis a farm record 
system must provide effective management information 
in a form that is readily understood by farmers and by 
district agriculturists, agricultural representatives, credit 
advisors, bankers, and others with whom farmers work 
in solving managerial problems. This includes well 
organized information for filing tax returns, obtaining 
credit and for controlling cash flows. It also includes 


"A detailed treatment of the institutional arrangements under 
which CANFARM operates was given by K. James McKenzie in 
the February 1972 issue of Canadian Farm Economics. Pro- 
vincial Departments of Agriculture and the Farm Credit Cor- 
poration are the major User Agencies. 


*Dr. Bauer is Chief of CANFARM’s Farm Record System. Prior 
to joining CANFARM, he studied for his Ph.D. at Oregon State 
University and worked with the Alberta Department of Agricul- 
ture. 
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L. Bauer* 


details on the costs and returns for the entire farm and 
for particular enterprises on the farm. Additional pay- 
offs come from permanent records often required for 
historical purposes, such as substantiating income tax 
and capital gains tax returns, death duty positions, and 
farm transfer values. They can also be helpful in 
establishing contractual and rental arrangements. These 
reasons are likely to become more compelling in the 
future. The CANFARM Farm Record System assists 
farmers in meeting these needs by providing the re- 
cording and reporting service in a convenient and regular 
way. 


SYSTEM STRUCTURE 


Of course, not all farmers want the same degree of 
sophistication in their record system. To accommodate 
different levels of need, several “Options” have been 
designed. Option One is a simple system and its ability 
to produce detailed reports is limited. Option Two is 
more complex, but is capable of providing the farmer 
with much more information about his business. Within 
Option Two considerable flexibility exists by way of 
sub-options, or levels. For instance, under Option 2A the 
farmer registers a ‘“‘Farm Account”, a “Non-Farm 
Account”, and a “Personal Account”. If he wants more 
detail, especially about his farm, he may register under 
Option 2B, where he can subdivide his farm account into 
“Productive”, “Service”, and “Overhead” Accounts. 
Under Option 2C he can subdivide even further so that 
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“Productive Accounts” relate to specific enterprises, 
such as dairy, beef, or crops, and “Service Accounts” 
relate to specific categories such as machinery, buildings 
or construction. Under any of Options, 2A, 2B, or 2C he 
can elect to record physical quantities in addition to 
dollar amounts. The more sophisticated the level he 
selects within Option 2 (i.e., 2A, 2B, or 2C with or 
without physical quantities) the more detailed will be 
the reports he receives back and, of course, the more 
detailed will be the data recording requirements. Cur- 
rently the system is being streamlined to meet, in 
addition to the needs expressed above, the even more 
complex needs of partnerships and farm corporations. 


DATA RECORDING 


In all options, farmers themselves record by means of 
codes, the basic data about individual sales, purchases, 
and other transactions occurring on their farms. Figure 1 
illustrates a completed Farmer’s Journal Form, the most 
frequently used input document. Separate forms are 
available for recording inventory items, labour trans- 
actions, and for making transfers from one part of the 
business to another. Since the farmer does both the 
recording and coding himself there is less chance of the 
data processing system misinterpreting what he meais 
and at the same time reduces operation costs. Of course, 
all farmers must use the code numbers supplied by 
CANFARM. For example, the item number 022 repre- 
sents fertilizer, and the transaction code 2 indicates that 
a current purchase was made. This is necessary for the 
data to be collected uniformly and correctly, and for the 
reports to be accurate. Until the farmer has become 
skilled in the use of the Record System the contact 
agent” checks over his input forms before submitting 
them for processing. Once the basics of the system have 
been mastered, the farmer needs to spend only a few 
hours each month in recording data. 


FARMERS’ REPORTS 


The farmers’ reports are the principal end product of the 
Farm Record System. Two distinct groups of reports are 
produced — a monthly set and a annual set. 


Monthly reports contain figures that indicate business 
activity for ‘““This Month” and “Year-To-Date” totals, to 
show the accumulated activity so far “This Year’. These 
are designed to help the farmer maintain his records 
correctly during the year. Monthly reports also provide 
information which the farm manager may use to make 


?The contact agent is a representative of the User Agency. His 
function is to instruct and assist the farmer in properly 
understanding and using the system. 
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short-run or tactical decisions. However, the information 
is mostly descriptive in nature and makes no real 
attempt to diagnose problems or prescribe solutions. 


Table 1 lists the monthly reports available under both 
Options 1 and 2. Figure 2 displays the Account 
Summary and Cash Balance Report. The Monthly 
(Income) Tax Management Report which is produced 
for the last four months of the fiscal year is shown in 
Figure 3. These two reports are particularly useful for 
short-run decisions. 


Annual Reports are designed to provide a permanent 
record of the year’s operations for taxation and credit 
purposes as well as to furnish information for making 
intermediate and long-run managerial decisions. The 
information is partly descriptive and partly diagnostic in 
nature. The main task of diagnosing problem areas in the 
farm business and prescribing solutions is left to the 
farmer and his advisor(s).? Table 2 lists the Annual 
Reports available under Option 1 or 2. Figures 4 and 5, 


TABLE 1: MONTHLY REPORTS AVAILABLE 


OPTION 1 OPTION 2 
Datajistbackgaros eae eee ee: Yes Yes 
Account (Enterprise) Reports ..... Yes Yes 
Account Summary and Cash Balance Yes Yes 
Credit Account Report ......... Yes Yes 
EanclorduRepontumen ieee eee Yes Yes 
PayrolliRecordin fam ae ae ee No Yes 
Labour Allocation Report ....... No Yes 
(Income) Tax Management Report .. No Yes 
Inventory Balance Report ....... No Yes 
TABLE 2: ANNUAL REPORTS AVAILABLE 

OPTION 1 OPTION 2 
Farm Income Statement ........ Yes Yes 
Statement of Assets and Liabilities Yes Yes 
Eandlordiepogtun semen mete ne acti Yes Yes 
CreditvAccountiRepontumen sae caene) ce ne Yes Yes 
Summary of Farm Income by 
Account (Enterprise)! sweiene sae. ce Jee No Yes 
Analysis of (Enterprise) Account .... No Yes 
Depreciation Schedule .........-- No Yes 
Capital Cost Allowance Schedule .... No Yes 
Statement of Farming Income 

and Expenses for 
(Income) Tax Purposes. -.....--.- No Yes 

Farm Income Analysis .....:.... No Yes 
3The CANFARM Farm Business Analysis System and 


CANFARM’s Farm Planning System are being developed to 
assist in-these tasks. 
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respectively, display the Farm Income Statement and 
Statement of Assets and Liabilities, the two basic 
statements of the Annual Report set. During the year he 
keeps his reports and copies of his input forms in a 
special loose leaf binder. At year-end he transfers the 
reports and data he wants to keep as a permanent record 
to 4 more permanent form of storage. 


All Monthly and Annual Reports are produced in 
triplicate. The original is sent to the farmer, the second 
copy goes to the farmer’s contact agent, and the third 
one goes to the enrolling User Agency’s central office. In 
order to accommodate a variety of special needs and 
situations among farmers, several logistical alternatives 
have been created. For example, farmers can select any 
12 month period to be their fiscal year as long as it 
begins on the first of a month. A farmer can elect to 
receive that group of monthly and annual reports he 
considers useful for his particular operation. Also, in the 
event that they have made errors they may amend their 
original data submissions thus correcting both monthly 
and annual reports. Farmers may submit data several 
times per month. Each separate submission of data will 
generate a new set of monthly reports but each set after 
the first is regarded as a “re-run” and “‘This-Month” 
columns contain all data pertaining to that month. This 
enables a farmer to obtain accurate reports for each 
month even though he may have made several errors on 
his first data submission. 
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The monthly reports are produced a few days after the 
receipt of the farmer’s monthly data in CANFARM’s 
Regional Office. CANFARM is geared up to produce and 
mail out reports no later than 13 days after the data is 
received. Often, especially during summer months, turn- 
around time is considerably faster. Thus, farmers who 
submit their data on time for one month receive their 
reports before it is necessary to submit the next set of 
data. Timely reports are considered to be a key feature 
of the Farm Records System and efforts are being made 


.to reduce the effective ‘“‘turnaround” time for the farmer 


even further. Annual reports are produced when 12th 
month data and closing inventories are submitted. Once 
the first set of annual reports has been produced it is still 
possible to make corrections. Of course, data changes 
will affect both monthly and annual reports hence both 
will be re-run. The facility for making corrections to a 
given year’s data remains open for 100 days after the 
close of the fiscal year, after which no more corrections 
are possible. 


Although the primary objective of the CANFARM Farm 
Record System is to provide useful information for 
individual farmer decision-making, the data have 
secondary uses in providing information for deriving 
business standards through comparative groupings, and 
in fulfilling some data needs in Farm Management 
Research. These secondary uses of the Farm Record 
System will be discussed in succeeding articles. 


ZA 


MICHIGAN’S PURPLE PLUMS AFFECT CANADIAN 


Ontario markets can expect more Michigan fresh plums 
at prices below recent years. Western markets will 
encounter more competition from northwestern U.S. 
growers. More canned U.S. plums will be sold in all 
major Canadian cities. 


Purple plums are the purple skinned varieties such 
as Italian and Stanley (including Blufre) grown 
mainly in Michigan and the northwest states. A few are 
grown in New York, Pennsylvania and New Jersey. They 
differ from the plums or plum prunes grown in 
California and parts of Oregon which have the high sugar 
content necessary to produce prunes. In Canada purple 
plums are grown mostly in Ontario and British Columbia 
with a few in Nova Scotia. Purple plums are usually sold 
as fresh fruit and as canned whole plums. 


In 1971, an increase in the supply of purple plums in the 
United States resulted in sharply reduced prices. For 
example, in Michigan, growers were accepting $40.00 
per ton (although the average season price was $52.30) if 
they could find a processor to buy their plums. This 
price of $40.00 per ton was $7.90 lower than the 
previous low of $47.90 - in 1948 - and $32.60 per ton 
lower than the five year average price of $72.60 received 
from 1965 to 1969 (1970 was a short crop year with an 
unusual price of $104.00 per ton). A similar drop in 
prices occurred in the other major purple plum pro- 
ducing states of Washington, Oregon and Idaho. 


Faced with extremely low domestic prices and a heavy 
supply, the U.S. industry is, and will be, actively seeking 
foreign markets. While the canned product may be 
transported great distances, the fresh product deterio- 
rates very quickly and requires a nearby market. This 
nearby market is Canada, where a small purple plum 
industry currently enjoys very attractive prices. 


The intent in this article is to review the impact of a 
short run supply increase of purple plums in Michigan on 
the U.S. industry, on the Ontario plum industry and 
ultimately on the Canadian plum industry. 


*Dr. Anderson joined the Branch last July, after completing his 
Ph.D. at Michigan State University. Dr. Anderson’s thesis was a 
study of Michigan’s purple plum industry. 


pps 


MARKET 


R.W. Anderson * 


United States Purple Plum Industry 


Production 


Until the early 1960’s, Michigan’s production was about 
8,000 or fewer tons per year. This production level was, 
in most years, far below that of the three other major 
producing states (Table 1). Production of 9,000 tons in 
1961 was the first indication of Michigan’s supply 
increase. This was followed in 1963 with 10,500 tons 
and quickly accelerated to 15,000 tons by 1967 - 
approximately 2.4 times the average production of the 
1950’s. Although production levelled off in 1968 and 
1969 and dropped in 1970, expectations are that 
Michigan production will increase significantly in the 
1970’s (1971 production was 18,500 tons). Meanwhile, 
production was also increasing in the Northwest. 


Two methods were used to estimate Michigan’s expected 


production to 1975. One method was based on historical 
production, while the second method is based on the 
maturity levels of trees and the average yield expected 
from trees of various ages. Both methods require a 
number of assumptions for such variables as weather, 
disease, tree removal, and “green drop”. Weather 
extremes are generally excluded, although a production 
estimate based on historical supply usually includes a 
weather factor. A similar situation exists with disease 
problems such as a heavy infestation of the black knot 
disease. Here the use of historical data is assumed to 
include the effects of disease. Supply projection further 
assumes that neither a tree removal nor a “green drop” 
(removal of fruit prior to ripening) program occurs in 
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TABLE 1: PRODUCTION OF PURPLE PLUMS IN THE UNITED STATES 1960 — 1971 


Michigan Idaho Oregon : Washington Wee 
Year Fresh Canned Fresh Canned Fresh Canned Fresh Canned (all) 
tons 

1960 3,460 4,220 10,370 ;? 1,050 1,500 7,870 1,705 32,700 
1961 4,300 4,350 16,685 3,500 3,280 12,620 11,800 5,900 76,000 
1962 3,530 4,270 13,860 2,570 5,800 22,300 13,450 5,800 92,100 
1963 3,600 6,340 122235 6,490 5,000 265 8,150 6,760 51,900 
1964 6,550 7,135 6,501 5,133 9,150 8,100 13,950 7,200 84,300 
1965 4,100 6,835 16,071 4,133 5,700 14,600 8,900 3,600 74,200 
1966 5,000 7,050 10,660 na 2,200 14,400 13,600 2,560 66,200 
1967 4,600 9,250 12,803 3,279 6,650 14,300 8,100 3,000 74,700 
1968 3,000 8,825 3,740 2,670 9,760 800 6,900 2,700 44,000 
1969 5,200 8,480 13,600 3,820 1,580 19,200 18,000 9,000 89,500 
1970 4,800 5,000 6,700 410 7,000 13,200 7,550 1,700 46,850 
19714 6,700 11,800 11,520 1,280 3,600 7,600 10,960 4,540 58,000 


Weather conditions in Oregon result in wide annual production differences. 
2 Includes small quantities from a number of other states. 
= Included with fresh sales to avoid disclosure of individual operations. 


Fin 1971, unusually large quantities were not harvested in the following states: Michigan 5,000 tons, Idaho 5,130 tons, and Oregon 
11,200 tons. In addition, Oregon (usually drys less than 2000 tons) in 1971 dried 5,500 tons. If these quantities of unharvested and 
dried plums are added to the quantity sold for fresh and canning purposes total production in 1971 would be 86,900 tons (excess 
cullage was 2,070). 


na: Not available. 
SOURCE: Fruits. Part 1 Noncitrus by States — Production Use and Value SRS, U.S.D.A. 


the projected period. Both of these are justified on the result in a loss of grower investments. A “‘green drop” 
grounds that tree removal during 1972-75, when program usually requires an organized supply manage- 
Michigan’s orchards are just reaching maturity, would ment program which, at present, is non-existent. 


TABLE 2: MICHIGAN PURPLE PLUM GROWER PRICES, CANADIAN AVERAGE FARM PLUM VALUES, 


CANADIAN DOMESTIC DISAPPEARANCE OF CANNED PLUMS, AND CANADIAN FRESH PLUM IMPORTS, 
1958 — 1971 


Michigan Canadian Can. Domestic Canadian 
Crop Fresh Mkt. Process Mkt. Average Disappearance Imports 
Year Price Price Farm of Canned (Fresh 
Value Plums Plums) ! 
$ per ton $ per ton $ per ton ‘000 Ib. ‘000 Ib. 
1958 105.00 63.00 74.00 9,843 4,895 
1959 110.00 82.00 66.00 8,727 3,756 
1960 155.00 119.00 83.00 7,374 14,833 
1961 124.00 81.00 87.00 9,669 14,729 
1962 134.00 81.00 85.00 8,546 12,424 
1963 145.00 99.00 82.00 8,910 14,635 
1964 92.00 50.00 70.00 8,715 16,664 
1965 143.00 75.00 96.00 7,136 18,441 
1966 130.00 68.00 100.00 8,378 19,096 
1967 142.00 71.00 116.00 9,894 20,391 
1968 174.00 87.00 156.00 7,850 25,892 
1969 113.00 62.00 166.00 7,979 22,378 
1970 150.00 104.00 164.00 6,213 30,183 
1971 106.00 52.30 Z n.a. 26,801 


1 imports of canned purple plums are not published separately from other canned imports 
2 Indications are that prices will be similar to those in 1970 with purple plum prices in Ontario reported at $150. per ton. 
SOURCE: Col. 1 & 2 — Noncitrus Fruit Prices by States and United States Crop Reporting Board, SRS, U.S.D.A. 

Col. 3,4, & 5-Statistics Canada 
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The two methods used for estimating future production 
were as follows: ! 


A. Historial Production Method. 


Using historical data, 1964 was selected as a base year 
when 375,000 bearing trees were recorded. This year 
was selected because the previous year’s production 
and the following year’s production were approxi- 
mately average, no unusual weather conditions pre- 
vailed and a recommendation by selected crop 
reporting people familiar with purple plum production 
in Michigan. An index was created by expressing the 
number of bearing trees in each year as a percent of 
those bearing in 1964. This index was multiplied by 
the average annual production for the period 1962-67, 
which was 12,083 tons. Average production was used 
to allow for some weather variation and an increase in 
production as the trees mature. 


B. Maturity Level Method. 


This method uses a “maturity scale” which indicates 
the expected percent of mature yield per acre in each 
year after planting. For example, a four year old plum 
tree, just beginning to bear fruit, can be expected to 
yield ten percent of its fully mature potential. ? This 
maturity scale was used assuming a mature production 
level of six tons per acre.? A twenty year life period 
was used to estimate each year’s production. Trees 
twelve years or older were assumed to be fully mature, 
bearing at the rate of six tons per acre. As each new 
year was added, the twenty year old trees were 
dropped. In some cases, orchards live longer than 
twenty years but horticultural sources indicate that 
twenty years is an average life span. 


Results using the historical method, indicate that total 
production in Michigan could reach at least 21,000 tons 
per year for both 1972 and 1973 and according to the 
maturity method, possibly reach 39,000 tons by 1975.* 
Although the 18,500 ton yield in 1971 represented a 
new high, the minimum estimate of 21,000 tons can be 
expected despite producer responses to low prices in 
1971 and possibly in 1972. If growers stopped pruning, 
spraying and general maintenance, production would 
certainly decline despite the fact that approximately 
two-thirds of the 600,000 bearing trees are just ap- 
proaching maturity and increasing in yield per tree. 
However, if growers chose to do this the savings per acre 
in variable costs are low and the risk high.* If an orchard 
is not pruned and sprayed, disease will permanently 
damage the orchard thus reducing its potential produc- 


1Numerical examples of each method appear in the notes at the 
end of the article. 


Ricks, D.J., R.P. Larsen, and R.G. Wheeler, Inputs and Relative 


Yields for Young Orchards, Cooperative Extension Service, Fact 


Sheet for Michigan Agriculture, January 1961. 
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tion in years when prices might be higher. As for orchard 
removal, growers are not likely to remove their orchards 
because two-thirds of the Michigan orchards are just 
beginning production which means investment is high, 
returns to date nil and salvage value zero or negative. In 
addition most growers have other fruit crops and may 
depend on these for income in the short run. Con- 
sequently for the next two or three years, it is expected 
that producers will maintain their orchards. 


One of the many physical factors that often affect tree 
fruit production, is the production level of the previous 
year. If the previous year had a small crop, the trees are 
presumed to be in better condition with more reserves 
for a bigger crop and vice versa. In Michigan, 1971 was a 
big crop year following a very low crop year and this 
might mean a smaller 1972 crop if this cycle holds 
(Michigan’s purple plum production seems less affected 
by this factor than is production in other states). 
However, even if the cycle holds, the increased yield per 
tree resulting from newly matured trees is expected to 
overcome any cyclical production affect and push the 
1972 production close to if not above the 21,000 ton 
level. 

Pricing 

Ordinary least squares regression analysis was used in an 
effort to determine to what extent current supply 
affects purple plum prices and to determine what other 
factors affect prices. Most growers in Michigan must 
commit themselves either to the fresh or the process 
market. The fresh market requires additional size, 
detailed spraying, and early picking, usually hand 
picking. On the other hand, the process market demands 
smaller well ripened plums that can be mechanically 
harvested. Because of the existence of the two markets, 
two mathematical equations were derived for Michigan 
grower prices. One equation was also generated for the 
significant factors affecting the f.o.b. price of canned 
choice whole purple plums in the Northwest. Because 
the Northwest has supplied a major portion of the 
canned market it was assumed that Northwestern f.o.b. 
prices represent U.S. f.o.b. prices. 


The hypotheses underlying the model were as follows: 
Michigan’s total production was expected to vary 
inversely with prices. A similar response was expected 
from changes in both U.S. and Northwestern total 


34 mature yield of 6 tons was used after talking with growers 


and extension people. One cost study in the state suggested a 7 
ton per acre yield for high standard mature trees. However, the 6 
ton value may be more reliable for all mature trees, and if a little 
low, it may compensate somewhat for unrecorded tree removals. 


4 Anderson, Robert W. “Michigan’s Purple Plum Industry” 
Unpublished Ph.D. thesis, Michigan State University, 1972 
Chapter III. 
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production and fresh production. On the demand side, 
changes in the U.S. population were expected to show a 
direct relationship with Michigan’s grower prices. 
Income was also tested as an explanatory variable and a 
positive relationship was expected. Stocks of canned 
purple plums were expected to have an inverse relation- 
ship on prices. And finally a number of variables 
representing competing fruit were tested. These latter 
variables were expected to vary inversely with prices. 


Results confirmed the hypotheses with only one ex- 
ception. This exception was in the variables representing 
competing fruit. The U.S. apple growers’ price for 
canning and freezing sales proved to be the only 
significant variable. Michigan’s production, U.S. North- 
west total and fresh production all were found to vary 
inversely with prices. U.S. population and income were 
found to be closely correlated, both having a direct 
positive effect on prices. Because these equations are to 
be used for predictive purposes, population (which by 
itself explained more of the price variation than income) 
was retained as an explanatory variable recognizing that 
the close correlation between it and income means that 
the income effect is included. U.S. carryin stocks were 
found to have a significant inverse affect on prices. U.S. 
apple growers’ price was a significant variable because 
early apples and purple plums compete for packing and 
processing space. If the apple supply is abundant, 
causing low apple prices, packers and processors are 
inclined to pack fewer purple plums. 


Equations® were developed to indicate the mathematical 
relationships between each explanatory variable and the 
price (dependent variable) received by growers or whole- 
salers. In equation (a), the variables of Northwest fresh 
supply, Michigan production, U.S. population and U.S. 
apple growers’ price account for 95 percent of the 
variation in the price received by Michigan growers in 
the fresh market. In equation (b), total Northwest 
production replaces the total Northwest fresh supply in 
equation (a). With the other three variables the same as 
in (a), equation (b) explains 83 percent of the variation 
in the price of processing plums. Equation (c) included 
total Northwestern production, U.S. stocks of canned 
purple plums and U.S. population and accounted for 90 
percent of the variation in the f.o.b. price received by 
Northwestern wholesalers for a case of 24 No. 2'/,’s. 
The relationships described by these three equations are 
historical and useful for estimating future prices only if 
conditions in the market remain relatively unchanged. 
For example an institutional change such as centralized 
selling would constitute a basic change in the underlying 
economic conditions and would make use of these 


°The mathematical equations appear in the notes at the end of 
the article. 
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equations invalid. Otherwise, by using estimates for each 
variable, prices may be estimated prior to the sales 
period. 


Price Expectations 


Use may be made of the mathematical relationships 
generated above to estimate the effect of predicted 
supply increases on future prices. To this end, estimates 
have been obtained for each of the variables in equations 
(a), (b), and (c). Using these estimates, a price was 
generated for the fresh, processed and canned markets. 
While the prices generated are likely to occur in 1972 or 
1973, the same equations can be used with other 
estimates for a number of years.° 


All three equations will use the same values for the 
independent variables thus providing an indication of 
what all three sections of the market can expect under 
one set of market conditions. 


Estimates used are as follows:” 


X, = total U.S. Northwestern purple plum production 
= 70,000 tons 


X, = total U.S. Northwest fresh supply of purple 
plums = 35,000 tons 


X3 = Michigan’s total purple plum production = 
24,000 tons 


Xq4 =U.S. population = 210 million 


Xs; = U.S. apple growers price for canning and freezing 
sales = $45/ton 


X_, = US. carryin stocks = 650,000 cases of No. 
Oe bees 


These prices appear particularly feasible if current 
market conditions and trends continue. With Michigan’s 
production reaching 18,000 tons in 1971, a 24,000 ton 
yield in 1972, or 1973 at the latest, appears likely in 
view of current acreage. An apple price of $45.00 per 
ton appears to be realistic in light of recent production 
trends in world apple production areas. A carryin stock 


©The equations should be continually updated to determine 
whether any change in reliability has occurred. 


7The values used here were used in the author’s thesis and 
represent expected changes assuming the continuation of present 
market conditions and trends. They are however illustrative and 
if more recent data suggests changes in these values readers are 
urged to make the necessary substitutions. 
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TABLE 3: CANADIAN REGIONAL AND TOTAL PLUM PRODUCTION AND TOTAL FARM VALUE (T.F.V.) 


1958 — 1971 
AS LOnterio: meyusby British Columbia Nova Scotia Canada 

Year Production Te Faves Production is Ge aNe Production Unie WA Production Wey, 

‘000 Ib. ‘000 $ ‘000 Ib. ‘000 $ ‘000 Ib. ‘000 $ ‘000 Ib. ‘000 $ 
1958 21,100 751 11,050 431 250 12 32,400 1,194 
1959 18,000 597 12,750 414 250 13 31,000 1,024 
1960 13,350 518 9,750 439 250 (he! 23,350 970 
1961 17,000 664 11,650 580 250 13 28,900 1,257 
1962 9,350 429 14,700 586 300 16 24,350 1,031 
1963 21,350 800 13,400 621 250 118) 35,000 1,434 
1964 17,000 605 15,900 550 300 16 33,400 eA 
1965 18,450 799 6,750 407 50 3 25,250 1,209 
1966 15,700 805 13,550 670 300 16 29,550 1,491 
1967 9,700 709 13,750 650 100 5 23,550 1,364 
1968 11,000 922 6,900 480 250 14 18,150 1,416 
1969 8,600 . 810 6,200 420 150 8 14,950 1,238 
1970 11,000 937 8,550 676 250 p 16 20,022 1,629 


1 Values reported from 1968 to 1970 represent marketed production only. 


SOURCE: Crop and Seasonal Price Summaries, C.D.A. 


of 650,000 cases may be lower than actually occurs but 
is average for the past ten years. Carryin may be higher if 
processors canned larger than normal quantities in 1971 
expecting the price to increase in the following year. 
Population and Northwestern production are expected 
to increase gradually and approximate these levels in 
1972 or 1973. The prices generated here are Michigan 
and Northwestern prices. They do not include trans- 
portation and duty costs payable by Canadian importers. 
However, they do represent raw product prices available 
at the grower’s gate in the case of equation (a) and (b) 
and the f.o.b. price for Northwestern canned purple 
plums at the processor’s location. These are the product 
prices available to Canadian importers, f.o.b. U.S. grower 
location. 


Using these estimates, for 1972-1973, the predicted 
prices for fresh type, process type and canned f.0o.b. 
purple plums are as follows: 


(a) Fresh Price = -140.7191 - 1.6683(35) - 8.3193(24) 
+ 1.8071 (210) + 1.2144(45) = $35.37 per ton 


(b) Process Price = -4.3656 - 0.2512 (log 70) - 1.0369 
(log 24) + 3.0797 (log 210) + 0.4173 (log 45) = 
$38.13 per ton 


(c) f.0.b. Price = 0.4654 - 0.2676 (log 70) - 0.0786 (log 
650) + 0.3919 (log 210) = $4.58 per case of 24 No. 
2115 S. 

All three prices indicate a continuation of lower prices 


in the U.S. purple plum industry. Equations (a) and 
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(b) indicate that Michigan growers can expect to receive 
prices slightly below the 1971 prices in 1972 and 1973. 
This assumes that market conditions in 1972 and 1973 
remain similar to those in 1971 and earlier. Equation (c) 
predicts an f.o.b. price of $4.58 per case of 24 No. 
2'/,’s which is below that received by Northwestern 
processors since 1966. 


Canadian Purple Plum Industry 


From 1966 to 1970, purple plums accounted for 
approximately 63 percent of total Canadian plum 
production. Purple plum growers earned approximately 
$800,000 in 1969 and again in 1970. Because of the 
small size of the Canadian purple plum industry, 
Canadian statistical reports combine purple plum pro- 
duction, utilization and prices with other plums, making 
direct comparison with the U.S. industry difficult 
(Tables 2 and 3).8 Even though the statistical data are 
combined, it is known that the Canadian industry 
markets fresh purple plums and canned whole plums. 
Using provincial information and the comments of 
industry participants, this section attempts to account 
for Canadian industry’s response or lack of response to 
changes in the U.S. purple plum industry. 


8 Ontario Department of Agriculture and Food, ‘Agricultural 
Statistics for Ontario, 1970”, page 68. Since 1967 Ontario has 
recorded separate prices for purple plums showing that purple 
plum producers received 1.5 to 2.0 cents per pound less than 
growers of other plums. This price difference was used in arriving 
at the estimated $800,000 value designated as receipts by purple 
plum growers. 
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CANADA PLUM PRICES 
$/ Ton 


180 


- MICHIGAN PURPLE PLUM PRICES 


160 


Canadian - 
All Uses 
140 / y, “A \ | Nideps \ / \ 
jem’ arvana A / 
lea 5 ale re efron 
120 ° 
2 i \ ee whee 
Het ua] \ Michigan 
\ \ ° 4 Fresh 
u \ A | fy 
100 | i o ees My 
! \ 4 \ y | 
\ ’ an | ] 
| ‘ \ 
: / \ ] 
: ‘ ’ \ ; ih sole 
1} \ 
80 / / \ 1 \ 
U A 77 \ ' A] 
U 1 F vac J! ty ! 4 
la al vl ' 
4 v ' 
60 . \ 
Vy ‘ ? ; 
v 1s Michigan 
Process 
40 
% Average price per ton received by growers in Michigan for purple plums sold for 
fresh and process use (in U.S. dollars) and the average price per ton received 
by Canadian growers for all plum sales (in Canadian dollars). (I971I prices 
are preliminary ). 
20 
0 
1958 ‘59 ‘60 ‘61 62 63 64 ‘65 ‘66 ‘67 #+«°‘'68 69 


‘71 YEAR 


CANADIAN FARM ECONOMICS Vol. 7 No. 3 


Despite low U.S. prices in 1971, Canadians reported very 
little supply and price pressure from the U.S. industry, 
this occurred for two reasons. The harvest was nearly 
over before the market realized that a record supply 
existed. In addition, the marketing mechanism requires 
time before it can adjust to changes in the market place. 
These two factors may account for the lack of pressure 
in 1971, but what will keep U.S. purple plums from 
flooding the Canadian market in the future? 


There are a number of factors that will affect the 
quantity of purple plums imported into Canada. The 
most important may be the influence of Canadian 
producer organizations. At present, bulk shipments of 
ungraded purple plums cannot be imported into Canada 
unless producer organizations state that they cannot 
supply the required quantity from domestic production 
and thereby authorize the importation of bulk ship- 
ments. When bulk, ungraded shipments are allowed into 
Canada, they are usually assigned to specific processors 
for processing only. Alternatively, purple plums im- 
ported for the fresh market must meet federal regula- 
tions with respect to size, quality and packaging. The 
expense incurred in grading and packaging purple plums 
to meet government regulations usually makes fresh 
market purple plums too expensive for processing in 
Canada. 


Another important cost factor that has, and may 
continue to, limit imports is that importers must cover 
transportation, duty and spoilage costs. With a source of 
supply located close to Ontario and British Columbia, 
transportation costs are not exorbitant. The duty on 
fresh purple plums is 1'/, cents per pound or 10 percent 
ad valorem for the twelve week period when domestic 
production is available. For canned fruit, the ad valorem 
duty is 10 percent of the f.o.b. value. With a duty of 
$30.00 per ton, the 1971 price difference between 
Michigan and Ontario for process-type purple plums of 
approximately $110.00 a ton leaves $80.00 to cover 
transportation and spoilage costs. Spoilage costs for 
purple plums used in processing are relatively high 
because the fruit must be left on the tree for a longer 
period than plums for the fresh market. The spoilage in a 
shipment depends upon transportation time, condition 
of plums at picking, heat removal and method of 
handling. Since spoilage is so variable, there is no 
estimate available. 


Lack of uniform quality and current mechanical har- 
vesting methods were mentioned by Ontario processors 
as additional reasons for not importing Michigan purple 
plums. This is in contrast to the states of Washington, 
Oregon and Idaho which enjoy a reputation of having 
consistently well-sized, high-quality purple plums for 
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both the fresh and processed markets. For example, in 
1971 several processors in British Columbia imported 
bulk shipments from the U.S. Northwest for processing. 
Organization by the Michigan industry might bring the 
quality up to that of the other states and make the fruit 
more acceptable in the Ontario market. 


Can size and market size are two factors which account 
for the small quantity of canned purple plums imported 
to Canada. U.S. processors do not usually produce a 14 
oz. can, preferring instead the 17 oz. and 28 oz. sizes 
suitable for the U.S. market. Before producing the 14 
Oz. size, processors would require assurance of sizeable 
sales. Although canned imports are not reported, the 
apparent domestic disappearance of canned plums 
indicates a small market (Table 2). However, if the prices 
remain low in the U.S., a number of processing firms in 
the U.S. may find it profitable to process for the 
Canadian market. 


Summary 


Despite a drop in United State’s purple plum prices to as 
low as $40.00 per ton in 1971, prices to Canada’s 
industry remained for the most part unaffected. An 
expected increase in Michigan’s purple plum production 
to at least 21,000 tons, will lead to a lower fresh price of 
$35.00 per ton and process price of $38.00 per ton. The 
extent of the U.S. supply increase and price decline may 
not have been known by the market in 1971 and is 
credited for some of the lack of response by the market. 
Other factors such as the time required for the market 
organizations to react, influence of Canadian grower 
organizations, low quality reputation of Michigan purple 
plums, costs of transportation, spoilage and differences 
in can size may all have contributed to the lack of 
market changes in Canada as a result of the changes in 
the U.S. in 1971. However, with U.S. prices expected to 
continue to decline, Canadian prices at the very least will 
not increase and may be forced below the $150.00 per 
ton reportedly received in 1971, as they encounter 
pressure from increased imports. 


Based on the change in Michigan’s supply, with its 
resulting price decline, a number of changes can be 
anticipated for the Canadian industry. Ontario’s fresh 
plum industry can expect an increase in fresh purple 
plum imports at prices below those of recent years. Such 
major markets as Toronto and Montreal are obvious 
locations for this increased competition from fresh 
purple plums. On the West Coast, British Columbia will 
likely encounter increased competition from the U.S. 
Northwest for fresh sales in Calgary and Regina and 
competition from Michigan for the Winnipeg market. As 
for canned plum sales, all major cities can expect 
increased pressure from U.S. exports to Canada. 
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Notes and References 


1. Mathematical Equations generated through the use of 
ordinary least squares to explain variations in prices are 
as follows. Linear and log functions were tried in all 
cases with the most explanatory form reported here. 


(a) Pf = — 140.7191 — 1.6683X, — 8.3193X3 
“Ft ( 820729) (Or000)) (1.529) 
+ 1.8071X,4 + 1.2144X, 
(0.561) (0.321) 
R? = .9492 R* =0.9237 Std Error of Estimate 
= 6.6146 
d= 207 


(b) (log Pp) = — 4.3656 — 0.2512 (log X,) — 1.0369 
(log X3) + 3.0797 (log X4) + 0.4173 (log Xs) 


(4.0143) (0.1073) (0.2937) 
(2.0667) (0.3289) 
R? = 0.8305 R? = 0.7457 Std Error of Estimate 
= 0.0488 
d = 1.73 


(c) (log Pf.o.b.) = .4654 — 0.2676 (log X,) — 0.0786 
(log X.) + 0.3919 (log X4) 


(0.465) (0.033) (0.017) 
(0.199) 
R? = .9019 R? = 8774 Std Error of Estimate 
= 0.0214 
dynetl oS 


d = Durbin-Watson Statistic 


Standard errors are set out in parentheses. 
Where: 


Pf = price in U.S. dollars per ton received by growers in 
Michigan for purple plums sold on the fresh market 


Pp =price in U.S. dollars per ton paid to growers in 
Michigan for purple plums sold for processing 


X, =total U.S. Northwest purple plum production 
(000’s of tons) 


X, = total U.S. Northwest fresh supply of purple plums 
(000’s of tons) 


X3 = Michigan purple plum production (000’s of tons) 
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X,4 = U.S. population as reported on January Ist by the 
Council of Economic Advisors (millions) 


Xs; = U.S. apple growers price for canning and freezing 
sales (U.S. dollars per ton) 

Pf.o.b. = price in U.S. dollars per case of 24 No. 2'/, 
cans of choice N.W. canned purple plums (f.0.b. 
U.S. Northwest processing plants) 


X, =U.S. carryin stocks (June 1) of all canned purple 
plums converted to No. 2'/, basis in terms of cases 
of 24 (000’s of cases). 

2. Numerical examples using: 


Alternative A. 


To obtain the estimate for 1972 take the number of 
bearing trees which is 675,000 and express it as a 
percent of the number of trees in 1964 which is 
4. 675,000 
375,000. The index is 375,000 
by the average production for the years 1962-1967 as 
follows: 1.8 X 12,083 =21,749 tons. This is the esti- 
mated production. Other years may be determined in a 
similar fashion as outlined in the body of the article. 


= 1.8. Multiply this index 


Alternative B. 


To obtain the estimate for 1972 divide the number of 
mature trees, planted between 1952-1960, by the 
158.333 
98 
the acreage. Since these are mature trees, assume they 
will yield 100% of potential or 6 tons per acre. Multiply 
the yield per acre by the acreage to give the tonnage 
yield from mature trees as follows: 6 X 1616 = 7696. 


number of trees per acre as follows: = 1616 — 


Divide the number of trees planted in 1961 by the 
50,169 
98 
are nearly mature trees, assume 95% of the 6 ton per 
acre yield and multiply as follows: 5.7 X 512 =2918. 

Add this value to the 7696 above. 


number of trees as follows: 


= 512. Since these 


Continue in this form following the maturity scale 
referred to earlier. (11 year old trees 95%, 10 year old 
trees 90%, 9 year old trees 75%, 8 year old trees 60%, 7 
year old trees 50%, 6 year old trees 30%, 5 year old trees 
20%, and 4 year old trees 10%) 
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POTATOES . . . HARVESTING 


James Lovering* 


METHODS ... RETURNS 


Allison Mclsaac* * 


Merlyn Scott** 


On under 35 acres, the hand-barrel system gives greatest returns 


to management. 


Between 35 and 70 acres are most profitably harvested with a 


conventional mechanical harvester. 


On over 70 acres, air vaccum harvesters are most profitable, 


especially on stony land. 


INTRODUCTION 


The purpose of this study is to examine some of the 
important economic factors in harvesting potatoes and 
to determine how changes in harvesting methods affect 
returns to management. Returns to management is the 
difference between gross receipts and the sum of all 
machinery, real estate, labor, fertilizer, chemical, seed, 
rotation and general expenses. It is the amount left to 
the farm business operator for his organizational and 
managerial activities. 


Comprehensive and uniform procedures were developed 
for the calculation of returns to management for the 
three common machine combinations used in potato 
harvesting. Changes were made in each of these common 


5 Dye. Lovering is an economist at the C.D.A. Research Station 
in Charlottetown. 


**Mr. McIsaac and Mr. Scott are both with the Engineering 
Branch, New Brunswick Department of Agriculture. The authors 
have worked together to study the economic and physical 
considerations of potato harvesting. 
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situations to see how, and to what extent, management 
returns were affected. Finally, returns to management 
figures for these situations were compared to find the 
least expensive procedure. 


The three harvesting systems studied were conventional 
mechanical, air vacuum and hand-barrels. Each system 
was considered at various machine work rates, potato 
acreages, potato yields and hauling distances at harvest. 
Complete specifications of these situations are shown in 
Appendix 1. This article deals exclusively with these 
variations because they are the major expense items 
under farmers’ control. Table 1 shows a breakdown of 
the total costs incurred up to the time potatoes leave 
farm storage, graded in bulk. 


Although crop inputs comprise about 40 percent of total 
per acre costs, they are not considered in detail because 
other studies and information indicate that following 
agronomic recommendations on fertilizers, chemicals 
and seed is almost always most profitable. 
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TABLE 1: PERCENTAGE BREAKDOWN OF POTATO 


PRODUCTION COSTS* 


Air 

Conventional Vacuum Hand- 
Harvester Harvester Barrels 

Item Peeale N.B. N.B. N.B. 

percentage of total cost 

Tillages plantingmsprayin Gwar re metre eetaeie ie eu 5.0 4.9 4.8 52 
Harvesting, Wmbacctamcineaee aN. 50sec eh ie wn a ay nates 6.0 5.9 HO 1.6 
Hauling: andiorlingiencmsemeectr tl ciene eis. ue 5.8 57 5.7 4.7 
Grading etic scoatiscs 6 cere o sees «co eee 2.0 ds} 1.9 1.8 
Totalumachimeicosts/acheu. sewem tienen.) cs) Aaa 18.8 18.3 19.4 14.0 
Tillagesplantings spraying jesse. meets ree cee mee 23) DES 2.4 Dee 

Harvestingvamea.. term Sees cee eon entertece. Sra. eee 2a, 5.4 Pad} 12.8 
HaulingranGrailingys eememecteers tk. sh oncec: «coset 2.0 1.8 2.0 2.9 
Grading hme ace RO tes Se onions, «. so Ahem 13.6 qSie! 13.4 12.6 
Totalilaborcosts/acre: seem A een ss aa 20.6 22.8 20.5 30.5 
Ghemicalsam’: cae reine cane a cMaems ic) oro oy keine 8.1 7.8 8.0 7.4 
Fertilizer. 0 Aeaee eS Seen... See 15.0 14.6 15.0 13.9 
S@6doe Sasa see. ee eR eens. 5. Goeee 16.9 16.5 16.8 15.7 
Totalicropimplts/acteper- 0. Sastre... dite 42.2 41.4 42.0 39.3 
anditaxesw peorp a trtrcrin tetcce sche gheet cet et ica eres 1.3 es! igs he 
Storage 27. a a. ee, aes og 2 siee else cane 2.9 2.8 2.9 2a) 
imoOtallinealtestatecosts/aches a eine. «ne els 6.8 6.7 6.8 6.3 
Votalsinterest/Acteawtume Renters ks occ, on Ee ee! leat ie2 9.9 
motalwproduction:cOst/ache. sia aes) SeencnE nan 100.0 100.0 100.0 100.0 


*Under the standard conditions specified in Appendix 1. 


Machine and labor costs, about 40 percent of total costs, 
are the areas over which farmers can exercise most 
control and which give the greatest opportunities for 
cost reduction. 


CONVENTIONAL 
HARVESTERS 


AND AIR VACUUM 


The Relationship between Return to Manage- 
ment and Harvester Work Rate 


Figure 1 shows the relationships between returns to 
management (dollars per acre) and harvester work rate 
(acres per hour) for one and two conventional harvesters 
in N.B. and P.E.I., and for one and two air vacuum 
harvesters in N.B. Other machines used with these 
harvesters, amounts and prices of other inputs and yields 
are described in Appendix 1. 


In P.E.I., the relatively few stones permit a much smaller 
harvester crew and do not necessitate rock picking as a 
separate operation. The air vacuum harvester in N.B. is 
more profitable than the conventional harvester on all 
potato acreages greater than 70 because the additional 
costs of depreciation, repairs, fuel, interest and insurance 
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are more than offset by using a smaller crew. In 
addition, the air vacuum harvester’s higher standard 
work rate (0.89 vs 0.68 acres hour)! offers some 
insurance over the conventional harvester in poor harvest 
‘seasons. 


Table 2 shows how reduced labor and machine costs can 
increase management returns when the harvester work 
rate is increased. 


A slow harvest work rate not only results in high labor 
costs but also “‘wastes” good harvest weather. In some 
harvest seasons this means a great deal of lost or damaged 
crop. 


Like other aspects of farm business operation, the 
achievement of high harvester work rates requires careful 
planning and adequate preparation. Well-trained 
workers, nearly stone-free land, wide headlands, long 
rows, well maintained machines, and a well organized 
hauling and unloading system with an adequate number 


1See M.L. Scott: “Potato Production Studies - Harvesting”, 
issued by the Engineering Branch, N.B. Department of Agricul- 
ture and Rural Development. 
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TABLE 2: THE EFFECT OF HARVESTER WORK RATE ON RETURNS TO MANAGEMENT AND MACHINE 
AND LABOR COSTS, CONVENTIONAL HARVESTER, NEW BRUNSWICK* 


Total Machine Total Labor 

Harvester Return to Machine Harvesting Labor Harvesting Hauling 

Work Rate Management Costs Costs Costs Cost Cost 

(Hrs/acre) ($/acre) ($/acre) ($/acre) ($/acre) ($/acre) ($/acre) 
1.8 9.89 58.97 19.87 79.20 21.60 5.40 
ne, eleou 58.7 19.59 717.55 20.40 5.10 
6 13.76 58.40 19.30 75.90 19.20 4.80 
1.5 15.95 58.12 19.02 74.25 18.00 4.50 
1.4 17.61 57.85 18.74 72200 16.79 4.19 
1.3 19.54 57.56 18.46 70.95 15.60 3.90 
eZ 21.47 57.29 18.18 69.30 14.39 3.59 
1.1 23.40 57.00 17.89 67.65 13.20 3.30 


*Harvester work rate is the only changing factor; all others are as shown in Appendix 1. 


of hauling units are all part of the requirements. The 
minimum number of hauling units required for economi- 
cal operation in almost all circumstances is two. 


Increased harvester work rate does not mean increased 
harvester bed speed. Beds should be run at speeds 
consistent with acceptable potato damage levels. 
Attempts to increase harvester work rates by increasing 
bed speeds will likely involve greatly increased potato 
damage. 


If the time needed for hauling, unloading and returning 
is more than the time required for the harvester to fill a 
120-cwt. bulk box (0.63 hours under standard con- 
ditions), a third hauling unit may be necessary. In 
general, and not considering additional weather risk, the 
harvester should be allowed to wait for a hauling unit for 
the portion of an hour equal to the ratio of hourly cost 
of an additional hauling unit to the hourly cost of 
harvester wait.? Under standard conditions in P.E.I., for 
the conventional harvester, harvester wait should not 
exceed about 25 minutes.* In N.B., because of larger 
harvester crews, the conventional harvester should not 
wait more than 15 minutes. Because of its small crew, it 
would pay to let an air vacuum harvester wait up to 27 
minutes. 


The Relationship Between Return to Manage- 
ment and Potato Acreage 


Figure 2 shows that returns to management per acre 
increase with increasing acreage for all machine com- 
binations. The conventional harvester in P.E.I., for 


This should not include harvester, bin piler, or bulk box costs 
since these items have no alternative uses. Hourly costs of all 
other machines and labor should be included. 


3See Lovering et al.: “Maritime Potato Production Costs’’, 
Atlantic Agricultural Economics Committee, November 1970. 
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example, shows an increase of about $4.50 per acre in 
management return when acreage is increased from 100 
to 120. These changes result mainly from spreading 
fixed costs (interest, insurance, shelter and depreciation) 
over larger acreages, resulting in a lower charge for these 
items on a per acre or per unit-of-potatoes- produced 
basis. To a lesser extent, the same thing applies to potato 
storage. New capital cost, and hence depreciation, 
repairs, taxes, insurance and interest, per unit of 
potatoes stored are somewhat less in the larger storages 
associated with larger potato acreages. 


The maximum acreage on which equipment may be used 
is governed by the equipment’s work rate and the time 
available. In New Brunswick, farmer experience indicates 
that a standard harvest season runs from September 15 
to October 25. Excluding Sundays, this is 35 potential 
working days. Analysis of weather records for the past 
decade for Caribou and Houlton, Maine, (15 miles from 
Grand Falls and 10 miles from Woodstock, respectively) 
and information in farmers’ diaries indicates that fields 
are in good harvesting condition for about 64 percent of 
the days during this period. Working 10-hour days, 
farmers have a 225-hour or 22.5 day harvest season. The 
conventional and air vacuum harvesters (0.68 and 0.89 
acres per hour, respectively), and a 22 or 23-day harvest 
season, indicate that the conventional harvester can 
handle up to 150 acres, whereas the air vacuum harvester 
can handle up to 195 acres in a standard harvest season‘ , 
providing there are no breakdowns or other delays. 


These acreages could be harvested in an average harvest 
season. Farmers, however, seldom deal with an average 
season. The question is, what is the best balance between 
risk of crop damage and loss in large acreages and missed 
opportunities to handle larger acreages? 


4 See Appendix 2 for a definition of rainfall amounts that are 
considered to stop or seriously hamper harvest operations. 
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TABLE 3: EFFECT OF POTATO ACREAGE ON RETURNS TO MANAGEMENT, MACHINE COST, INVEST- 
MENT AND INTEREST, CONVENTIONAL HARVESTER, P.E.lI. 


Returns to Total Machine Interest on Equipment 
Management Cost Machines Investment * 
Acreage ($/acre) ($/acre) ($/acre) ($/acre) 

80 13.87 65.64 14.15 385. 
100 21.52 60.82 11S2 308. 
120 26.00 58.22 9.43 2572 
140 28.64 56.93 8.08 220. 
160 30.56 56.02 7.07 193, 
180 32.01 55.36 6.29 TAG 


*Equipment Investment is new cost less expected salvage or trade-in value. 


A weather simulator® developed from ten years of data 
from Caribou and Houlton, Maine was used to examine 
this question. Crop damage was estimated for two, four 
and six cents per bushel per day for each day that the 
simulated number of good days from September 15 to 
October 25 was less than that required to harvest various 
acreages with a conventional harvester under standard 
conditions in New Brunswick. The damage calculations 
were applied to the portion of the crop that was still 
unharvested after October 25. 


The data in Table 4 indicate the planted potato acreage 
that should permit complete harvest in a period of about 
two days shorter than the average number of good days, 
when loss per bushel per day is four cents. This is 120 to 
140 acres for a conventional harvester under standard 


a S's MacHardy: personal communication, October 9, 1970. 
The simulator is based on a Monte Carlo Procedure. 


conditions in New Brunswick, and 170 to 190 acres for 
an air vacuum harvester. 


These conclusions depend on the soundness of the 
estimates of the nature and extent of losses occurring 
after October 25, both in the field and in storage. No 
data are available to support these estimates. 


The Relationship between Returns to Manage- 
ment and Yield 


Figure 3 shows returns to management per acre 
at various yields for a conventional harvester in P.E.I. As 
in almost all studies of crop production, this study 
shows relatively high yields to be a key element in 
achieving high returns to management. At any particular 
price level, higher yields mean a larger gross income to 
support a nearly constant cost of production and allow 
for increased management return. Put another way, 
larger yields mean the spreading of nearly constant 


TABLE 4: A COMPARISON OF “MAXIMUM” MANAGEMENT RETURNS AND EXPECTED LOSSES FOR 
VARIOUS POTATO ACREAGES UNDER VARIABLE WEATHER FOR A CONVENTIONAL HARVESTER IN 


N.B. 
Acreage “Maximum” Expected Net Returns 
to Match Management Annual Losses to 
No. of No. of ‘““Good’”’ Returns for in Management 
“Good” Days Days the Acreage 2¢/bu/day 4 6 2¢/bu/day 4 6 
16 108 $2117 $ if $ 14 $ 20 $2110 $2103 $2097 
17 115 2266 17 32 48 2249 2234 2218 
18 22 2416 33 65 98 2383 2351 2318 
19 129 2567 61 121 181 2506 2446 2386 
20 136 2720 106 212 318 2614 2508 2402 
21 143 2874 175 350 524 2699 2524 2350 
aps 150 3030 215 549 824 2755 2481 2206 
23 157 3187 412 825 1237 2775 2362 1950 
24 164 3346 593 1186 1760 2753 2160 1568 
25 171 3506 827 1655 2481 2679 1851 1025 
26 178 3667 1114 2228 3342 2553 1439 325 
Pa 185 3830 1459 2917 4377 Zou 912 — 547 
28 192 3994 1863 3726 5589 2131 268 Ses) 
29 199 4159 2328 4654 6982 1831 - 495 —2823 


*Mean number of good days 
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BY 


production costs over more units of production resulting 
in a lower cost per unit. 


The difference in cost between producing average yields 
and high yields is very small. 


Increased yields do increase costs to some small extent 
of course. For a constant harvester speed, they require 
hauling times to be shortened, or perhaps an additional 
hauling unit be added. On a per acre basis they require 
that storage size, and hence total storage costs, be 
increased, that grading machine and labor costs and 
interest charges be increased. These additional costs are 
about 25 cents per additional cwt. of potatoes. 


HAND PICKING-BARREL HARVEST 


The Relationship between Returns to Manage- 
ment and Potato Acreage and Size of Picking 
Crew. 


The size of the picking crew should be chosen with two 
purposes in mind. The first is to get the crop harvested 
within the standard harvest season. The second is to 
keep the investment in hauling units, barrels and baskets 
at a minimum, thereby minimizing non-picking harvest 
costs. 


A picking crew of 30, and two hauling units, provide the 
largest return to management for potato acreages ranging 
from 50 to 200. At 240 acres, a picking crew of 40 and 
three hauling units are required. 


The decrease in management returns that result from 
changing the picking crew size from 30 to 60 pickers 
and, hence, increasing the numbers of hauling units, is 
about $5.00 per acre for enterprises in excess of 200 
acres of potatoes. 


The size of the picking crew determines the harvest rate 
which, in turn, is important, along with speed and 
distance of travel, unloading time and truck capacity in 
determining the number of hauling units. Under stan- 
dard conditions two hauling units of 45-barrel capacity 
will adequately serve 30 pickers for return trip distances 
up to five miles. 


Table 5 shows changes in the number of hauling units 
and barrels, total machine costs, hauling unit costs, all 
non-picking labor, and labor for hauling and receiving 
that occur when the picking crew size increases from 20 
to 100 people, considering a 120-acre potato enterprise 
under standard conditions. 


SUMMARY 


1.Air vacuum harvesters were more profitable than 
conventional harvesters under New Brunswick con- 
ditions. Because of a higher work rate, they also provide 
insurance against weather risk. Conventional harvesters 
in Prince Edward Island were found to yield higher 
returns to management than either harvesting system 
under New Brunswick conditions. 


2.Harvester work rates can be increased by using well 
trained workers, adequate head lands, well maintained 
machines, long rows and well organized hauling and 
unloading systems. This can increase returns to manage- 
ment. 


3.Larger acreages reduce costs of equipment operation, 
depreciation and repairs per acre. Considering a range in 
acreage from 80 to 400, it was found that 65 percent of 
the cost reduction was achieved at 140 acres. 


4.Hand-picking-barrel operations invariably resulted in 
lower management returns than conventional mechanical 


TABLE 5: EFFECT OF CREW SIZE ON EXPENSES IN HARVESTING 120 ACRES. 


Hauling 
Number Number Return Total and 
Crew Hauling of to Machine Hauling Total* Receiving Picking 
Size Units Barrels Management Costs Costs Labor Labor Cost 
$/acre 
20 Z 180 = hehe) 49.72 16.01 64.05 12.79 41.60 
30 2 180 + 2.69 46.84 13.64 60.85 9.59 41.60 
40 3 225 = PIGS, 52.61 18.94 NS) 245) 7.99 41.60 
50 4 270 moral 58.46 24.20 59:29 7.03 41.60 
60 4 270 = TAO: S292 23.514 57.65 6.39 41.60 
70 5 S15 -13.41 63.83 28.75 57219 5.94 41.60 
80 6 360 aol ON 69.76 34.01 56.85 5.59 41.60 
90 6 360 mls 69.43 33.54 56.58 5.33 41.60 
100 7 405 —25.96 75.36 38.77 56.37 Sri 41.60 


*Costs of picking excluded. 
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harvester systems for yields over 135 cwt. (82 barrels, 
225 bushels) and for enterprises greater than 35 acres. 
Hand picking costs higher than the 26¢/bbl. used in this 
study would result in conventional harvest systems 
having a higher profitability than hand barrels at 
acreages less than 35. For 120 acres, a picking crew of 


30 men and two hauling units provided highest manage- 


ment returns per acre. 


5.Increasing yields is an effective way of increasing 
returns to management per acre. High yields cost very 
little more to produce than low yields, but the cost per 
unit of crop produced is much lower. 


APPENDIX 1 
Standard Situations and Conditions 
Size of 
Planter and 
Work Rate Crew Yield Cultivator, 
Harvester Acreage Acres/hour Size* cwt/acre rows 
RCC WAP of 5 go o-a Bio 120 0.68 4 270 2 
eCerWIINHS, 5 5 op obec 120 0.68 8 270 2 
lealleVAGUUIMNn hues cic an 150 0.89 3 270 2 
2-CONV =Rees lean meee epics 240 1.36 8 270 4 
2-alh VACUUM) 4h. a 300 1.88 6 270 4 
and-banrelsae weno sneer 120 0.89 SO 160 bbls. 2 
*includes tractor operator, but does not include hauling and storage crew 
**pickers, does not include digger operator 
Machine Performance and Cost Characteristics 
* : : 
: Me ye o * * 
Machine g 3 % 8 = 5 2 E 2 7 
Eas 2 Sars = = (S ra i?) 2 
8 5 ae 3 8 a2 Q 2 og 
=8 Z2oess = =e rc © O% 
NibhasnankerfOOt ene eens = 5.0 960 1S 2,500 .90 1 
WALOGEEIMLS, UA IRON 6556556 9.1 1,600 15 2,500 .90 1 
Planter’ 2 TOW penmsrsts = bs yee 1.56 2,700 15 1,500 15 2 
Planiterc4 sO mace mene en ans Ye AT KS} 4,500 15 1,500 715 2 
(CUNO BUI oa a eae ce 2.8 650 15 2,500 .90 1 
Cultivator 4 rowel cone 4.55 1,200 15 2,500 .90 1 
SPtav.ei al 2arOWWeueney eae ens an (28 1,800 12 2,000 .70 1 
Harvester,conv. .......... 68 11,000 12 2,000 75 4 P.E.I. 
8 N.B. 
MELN ESHOP CITES! G5 5 4 ado aun 89 13,500 2 2,000 75 3 
ractors 90 NPL wa ae ets _ 9.900 15 10,000 .80 - 
Mitactone4 OrOhsenerar eee ene - 5,200 15 10,000 .80 = 
MiKUCKs SatO Ne USC Cansei ae _ 3,000 ~ 2,000 .65 = 
ROCKIDICKEier sy scene cae ees 5 3,000 15 2,500 .90 1 
EIGGeIe 2ihOW ety en ee ree 91 3,500 12 2,500 715 1 
Birat| Ctaeaemeer pik eerie oe oleae - 200 V2 2,000 .70 1 
Bullkgbox airman ne cari uma sinus _ 850 12 2,000 70 1 
Bin piletevain <6. «us-:, sae, ee — 1,800 12 2,000 .70 1 
CheCIOMNINE sGletesae Ss doo ¢ 80* 1,200 12 2,000 .70 5 
SEG CULtCia hee eae a a ar oe 100* 1,100 12 2,000 70 2 
Babtely Berea twccee ct uney tk rere ree — 3 5 — 715 — 
Basket Metco ee os Gen ewe — 2 1 — 1) - 
*bu/hr 


**M.L. Scott, “Potato Production Studies’’, issued by Agricultural Engineering Branch, N.B. Dept. of Agriculture and Rural 


Development. 


***J L. Thompson, Agricu/tural Machinery Costs, C.D.A. Publication 1291, 1966. 
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APPENDIX 1 (cont'd) 


Other Machine Characteristics 


Sprayer, gal/ac 50 bulk box, capacity | 120 cw. 
Sprayer, gal/hr 1200 bulk box, unload time 0.33 hours 
Sprayer, tank, gal 300 

Sprayer, fill, hrs. 0.3 


Chemicals, Fertilizers and Lime: Amounts and Prices* 


Chemical Ib/ac No. of applications price/Ib 
Reglone 2 1 $ 2.50 
Gramoxone 2 1 3.00 
Dithane M-45 8 8) 6 
Thiodan 9 Z Zao 
Polyram 1 lb/cwt seed 1 0.16 


Fertilizer, 0.6 tons of 10-20-20 plus magnesium at $77.50/ton 
Lime, 1 ton every 4 years at $7./ton 


Storage Characteristics** 


New cost, $0.30/cubic foot 

Expected life, 20 years 

Repair and depreciation rate, 7 percent of new cost/year 
Tax rate, 1.5 percent of new cost 

Insurance rate, $5/$1000 coverage 


Miscellaneous Items 


Land value, $200/acre 

Land taxes, 2 percent of value 

Rotation charges, $8./acre of potatoes/year 

General overhead, $3./acre 

Gasoline, $0.24/gal 

Interest rate, 7 percent 

Insurance and shelter for equipment, 1.5 percent of new cost 
Labor, $1.50/hour, or $0.26/bbl for hand picking 

Hauling distance for potatoes, spraying, etc., 2 miles return trip 
Truck license, $0.20/acre 

Truck insurance, $1.80/acre 

Proportion of crop, first grade, 63 percent at $1.33/cwt 
Proportion of crop, second 22 1:25 
Proportion of crop, third tS 0.30 


* Potato Production Recommendations for the Atlantic Provinces, 1970 
** New Brunswick Dept. of Agriculture and Rural Development, Agricultural Engineering Branch 
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APPENDIX 11 


A comparison of U.S. Department of Commerce weather data with farmers’ diaries showed that rainfall 
amounts of 0.10 inches or less did not hinder the operation of potato harvesters. Rainfall between 0.10 and 
0.35 inches stopped harvesting on the day of the rain. Rainfall over 0.35 inches stopped harvesting for at least 
two days. The actual length of stoppage depended on the wind and sun conditions following the rain. 


Probabilities of Various Numbers of Good Days from September 15 to October 25*, Caribou and Houlton, Maine. 


Number of Good Days Probability of Occurrence 
22+) 0.23 
22.42 0.21 
243 0.18 
22+4 0.14 
2S 0.10 
22it6 0.06 
227 0.02 
22 + more than 7 0.06 


*Sundays excluded 
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POLICY AND PROGRAM DEVELOPMENTS 


AGRICULTURAL PRODUCTS MARKETING ACT 


(Ontario Egg Order) 


The Ontario Egg and Fowl Producers’ Marketing Board 
has been authorized to regulate the marketing of eggs in 
interprovincial and export trade and, for such purposes, 
to exercise all its power in relation to the marketing of 
eggs locally within the Province under the Farm 
Products Marketing Act of Ontario and the Plan for the 
marketing of eggs. 


The Board is therefore authorized to fix, impose and 
collect levies from the province’s egg producers. The 
Ontario Board needs to collect levies until the National 
Plan under the Farm Products Marketing Agencies Act 
comes into force since interim arrangements have been 
made with Manitoba and Quebec to price eggs in those 
three provinces at a level equivalent to the cost of 
bringing U.S. eggs into Montreal. The Ontario Egg and 
Fowl Producers’ Marketing Board will need the taxing 
power in order to take surplus Ontario eggs from the 
market. (June 29, 1972) 


(Ontario Egg Marketing Levies Order) 


The Ontario Egg and Fowl Producers’ Marketing Board 
pursuant to the above-mentionned Ontario Egg Order 
issued an Order providing for the fixing, imposing and 
collecting of levies from Ontario egg producers. 


As of July 10, 1972, every producer will pay to the 
‘Board, in addition to the service charges set out under 
the Plan, levies at the rate of one-third of one cent per 
dozen eggs sold by him. 


(Saskatchewan Egg Marketing Levies Order) 


The Saskatchewan Commercial Egg Producers’ 
Marketing Board, following the Saskatchewan Egg Order 
has issued an Order for the fixing, imposing and 
collecting of levies from certain egg producers. 


Every producer will pay to the Board, in addition to 
service charges, levies at the rate of $.0125 per period of 
three months, for each layer not in excess of the quota 
fixed and allotted to him. 

(Prince Edward Island Potato Order) 


The Prince Edward Island Potato Marketing Board has 
been authorized to regulate the marketing of potatoes in 
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IN CANADA 


interprovincial and export trade and, for such purposes, 
to exercise all its powers in relation to the marketing of 
potatoes, within the Province under the Prince Edward 
Island Natural Products Marketing Act and the Plan for 
the marketing of potatoes. 


Following that Order, the Board is also granted 
authority to fix, impose and collect levies for the 
purpose of orderly marketing. (July 11, 1972) 


AGRICULTURAL STABILIZATION ACT 
(Sugar Beet Support Program) 


The support level of prices for the 1972 sugar beet crop 
will remain at $15.98 per standard ton of beets delivered 
to the processing plant. 


Although world sugar prices have been strong during the 
past few months, the support program remains essential 
for the protection of Canadian sugar beet growers should 
the world price deteriorate. 


Sugar beet acreage and production this year are expected 
to be about the same as last year. 


In 1971, sugar beets were grown on 81,050 acres — 
42,100 in Alberta, 30,850 in Manitoba and 8,100 in 
Quebec. Production was 1.2 million tons of beets which 
in turn yielded 302 million pounds of sugar. 


Support under the stabilization program is provided 
through deficiency payments. (June 10, 1972) 


(Egg Producer Aid Program) 


The Egg Producer Aid Program, started on June fifth of 
this year, was aimed at removing excess hens from the 
Canadian laying flock in order to remove surplus eggs 
which were distrupting marketing channels. 


The federal government offered to pay producers to 
increase fowl marketings by one million birds within an 
eight week period. Egg producers normally market about 
250,000 laying hens a week. 


A sliding scale was built in the payment to encourage 
maximum removal of surplus birds within the shortest 
possible time. Under this formula, if the target was to be 
reached within six weeks, farmers were to receive 
approximately 90 cents per bird marketed. 
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On June 27, Agriculture Minister H.A. Olson announced 
that the program was terminated, and he expressed 
satisfaction at the enthusiastic response of producers in 
achieving so quickly, the goals of the program. 


It is estimated that producers’ prices have strengthened 
to increase producer returns by approximately $300,000 
for eggs marketed in the second week of the “Egg 
Producer Aid Program’. 


Mr. Olson especially acknowledged the actions of the 
various provincial governments in setting up a control 
mechanism that makes it possible for a continuing effect 
of this program. He noted that producer organizations 
across Canada have set a target date of November 1 for 
the establishment of a national egg marketing agency 
and are working diligently towards that end. 


(Order Respecting Stabilization of the Price of 
Manufacturing Milk and Cream) 


The prescribed price for manufacturing milk has been set 
at 169.7 percent of the base price. 


The Agricultural Stabilization Board will make payments 
of $107,000,000 to the Canadian Dairy Commission for 
the period April 1, 1972 to March 31, 1973. The 
purpose of the payments is to stabilize the price of 
manufacturing milk at the prescribed price. (June 1972) 


CANADA GRAIN ACT 
(Off Grades of Grain and Grades of Screenings) 


The Canadian Grain Commission, pursuant to Section 16 
of the Canada Grain Act, has amended the Order 
Establishing Off Grades of Grain and Screenings. The 
amended paragraphs have been published in Canada 
Gazette, Vol. 106, no. 14. (July 1972) 


CANADIAN DAIRY COMMISSION 


(Prairie Provinces Join Dairy Supply Management 
Program) 


Dairy producers in Alberta, Saskatchewan and Manitoba 
will come under the Market Sharing Quota Program. 
With the three prairie provinces joining Prince Edward 
Island, Quebec and Ontario, more than 95 percent of the 
milk and cream used in manufactured dairy products 
will be under market sharing quotas. 
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The arrangement is designed to provide a balance 
between supplies of dairy products and market require- 
ments. Under agreement with the Canadian Dairy 
Commission, agencies administering the program in each 
province allot market sharing quotas to producers in 
each province based on previous production patterns. 


Deliveries by producers up to their quotas receive the 
Canadian market price. Deliveries in excess of quotas 
receive a lower price related to the export value of 
surpluses over normal market requirements. 


As a result of the decision by those provinces to adopt 
the Market Sharing Quota Program, manufacturing milk 
and cream shippers will receive some additional subsidy 
eligibility quota from the Canadian Dairy Commission. 


The program came into effect in Alberta on April 1 and 
is expected to start soon in the two other prairie 
provinces. 


The arrangement is that when a province enters the 
Market Sharing Quota Program, the Commission restores 
the total of the subsidy quotas to producers in that 
province to the total as at April 1, 1970. When the 
additional quota is issued, it will be retroactive to cover 
deliveries since April 1, 1972. 


FARM CREDIT CORPORATION ACT 
(Amendments to the Farm Credit Act) 


Bill C-5 to amend the Farm Credit Corporation Act has 
received Royal Assent, thus putting into effect certain 
changes that will make it easier for certain farmers to 
borrow money from the corporation. 


The amendments also enable the corporation to carry 
out duties or functions that may be assigned to it under 
the agricultural programs such as the Small Farms 
Development Program. 


The most significant change for individual borrowers 
are: 
—an increase in the loan ceiling for individual 
operators, 
—removal of the minimum age of 21 years as 
qualification for a loan, 
— restriction of loans to Canadian citizens or landed 
immigrants. 


The Act has been amended to provide for a maximum 


loan of $100,000 to any farmer alone or jointly with 
others in a single farming operation. (July 1972) 
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DEVELOPMENTS ABROAD 


Highlights from “Spot News from Abroad”, the newsletter issued by the International Liaison Service of the Canada 
Department of Agriculture, in co-operation with the Trade Commissioner Service of the Department of Industry, 
Trade and Commerce. This Newsletter may be obtained regularly by writing to I.L.S., C.D.A., Ottawa. K1A OCS. 


Livestock 


Westward Shift in Location of US Cattle Feeding 
Industry 


The cattle feeding industry in the US has undergone 
significant changes during the past ten years and these 
changes continue. There are three distinct trends within 
the industry’s pattern of change. They are (1) a growth 
in volume, (2) a westward shift in location, and (3) an 
increase in the size of feedlots. 


The westward shift is shown by the location of the states 
with the greatest increase in fed cattle marketings 
between 1961 and 1971 and the amount of those 
increases: Texas, 3.1 million; Nebraska, two million; 
Iowa, 1.4 million; Colorado, 1.4 million; and Kansas, 1.3 
million. Illinois marketings were down 207,000 in that 
ten-year period. Much of this westward increase in 
feeding came as a result of greater feed supplies, realized 
through irrigation and improved grain sorghum crops. 
[Illinois Farmers’ Outlook Letter, Urbana, Illinois, June 
TeTOT2 | 


Argentina - Exports of Meat and Meat by-Product 


Exports of meat from Argentina are increasing. The 
Argentinian National Meat Board published the May 
1972 export figure for meat and meat by-products at 
51,784 tons for a value of US$57,282,000. This 
compares with the 45,476 tons exported during May 
1971 for a value of US$49,994,000. During the period 
January-May 1972 Argentina exported 226,563 tons for 
a value of US$241,182,000. [Canadian Assistant 
Commercial Secretary (Agriculture), Buenos Aires] 


EEC Price Increases 


The target price for beef in the EEC has been increased 
by four percent as of April 1, 1972 to $36.75 per 100 
lb. and a further increase will be decided on by the 
Council of Ministers by mid-September, 1972. The 
target price for veal was kept at least year’s level of 
$46.25 per 100 lb. The basic price of pork was increased 
by 3.1 percent to $40.50 per 100 lb. [First Secretary 
(Agriculture) Mission of Canada to the EEC] 
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Dairy Products 


Britain - Butter Shortage and Increased Margarine 
Production 


The world butter shortage resulted in a nine percent 
increase in production of margarine in Britain in 1971, 
the highest level since 1964. Comparatively stable prices 
compared with rapidly increasing butter prices stimu- 
lated the development of the new soft luxury 
margarines, now estimated to account for one-fifth of 
the total margarine market. Margarine price cuts which 
are likely to further encourage demand have recently 
been announced by the two largest suppliers in Britain. 
[Canadian Commercial Officer (Agriculture), London] 


New Milk Products Launched in Britain 


Unigate Foods Ltd., the major dairy group in Britain, is 
launching a range of new milk products. The first is a 
fresh milk concentrate, which is packed in one pint 
cartons and can be reconstituted into two pints of fresh 
milk by adding one pint of water. The product takes 
only half the space of two pint bottles and it is claimed 
that it will benefit from the generic advertising from the 
Milk Marketing Board, as well as Unigate’s own 
promotional activities. 


Other new milk products to be introduced are fruit 
flavoured buttermilk and “‘Top of the Milk”. The butter 
milk products are packed in one pint cartons retailing at 
12'/, pence (32¢) and could be used as a drink or as a 
topping, and Unigate feel that flavoured buttermilks 
could eventually challenge the market for yogurt, which 
is now valued at £10 million ($25 million) annually. 
Unigate have admitted that promotion of the new 
products could possibly detract from their liquid milk 
market. With greater competition from E.E.C. milk 
products, Unigate is developing a policy to create more 
markets for domestic milk production and are concen- 
trating their efforts on supermarkets and retail outlets. 
[Canadian Commercial Officer (Agriculture), London] 


Poultry and Eggs 


Egg Price Stabilization System Proposed for Britain 
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A self-financing price stabilization scheme for eggs has 
been submitted for consideration by leading egg packers 
to the British Eggs Authority. The scheme would work 
in a way similar to the EEC Market Support Price 
System in that a target price, based on past and likely 
future trends, would be decided. If market prices fall 
below the target indicator price, members would be able 
to claim for the difference from a central compensation 
fund, financed by contributions from the members. 


In this way, the scheme would not become a liability on 
the Exchequer and it is claimed that it would protect egg 
producers from the wild fluctuations that have been a 
feature of the free market which came into existence 
with the termination of the British Egg Marketing Board 
on the Ist of April 1971. 


Although some views have been expressed that it is 
against the interests of consumers who are also 
represented on the British Eggs Authority, it is pointed 
out that if the present trend of low prices continues, a 
number of producers would go out of business, and 
higher prices would result from the shortage of supplies. 
[Canadian Commercial Officer (Agriculture), London] 


Oilseeds 
Italy - Oilseed Imports 


Italian imports of oilseed continue to expand rapidly in 
response to demand for both oil and, more particularly, 
for meal. Soybeans dominate the trade although 
increases in other seeds can be expected depending upon 
price relationships. A sizeable increase in rapeseed 
imports last year reflects a growing interest for this seed, 
primarily for oil, as rapeseed meal has not become 
widely known nor accepted. 


The short-term outlook for sales of Canadian flaxseed 
appears normal, with the market stable. The same 
cannot be said for rapeseed. A general tendency to 
over-supply in Europe last year coupled with recent 
activities in France which have restricted oil usage in 
that country, has resulted in a surplus of oil. Prices have 
fallen to a point where rapeseed oil is being offered at 
discounts of up to $10 under soybean oil. 


Restricted use in France will probably result in more 
seed and oil being made available to other EEC markets 
and this will depress demand for products from third 
countries. The fact that meal is not widely used in Italy 
has meant rapeseed is sold primarily for oil. Should the 
meal market become firm, it would offset sagging oil 
prices. [Canadian Commercial Officer, Rome] 
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EEC’s Importance on the World Olive Oil Market 


The EEC plays an important part on the world olive oil 
market. Apart from producing quite a considerable 
quantity itself, it consumes almost half of world olive oil 
production. Exports to the USA, the EEC’s principal 
market, recovered in 1970-71. Intra-EEC trade which is 
quite stable represents only a small percentage of total 
EEC trade. 


The principal producing countries are Spain, followed by 
Italy, Greece, Turkey, Tunisia, Portugal and Morocco. 
French production has been practically non-existent 
since 1956 when frost destroyed most of the plantations 
and now averages only 200 tons per season. Italian 
production remains quite high in spite of a decrease for 
1970-71. 


In recent seasons world prices have moved increasingly 
towards the EEC threshold price which has meant a 
rapid decline in levies from $12.6 per 100 kg in 1966-67 
to $0.248 in 1970-71. According to the Commission this 
proves that the common marketing regulation has had a 
regulating effect on world markets. [ Agra Europe, May 
24, 1972] 


New Zealand - Oilseed Imports 


There is no commercial production of oilseed crops in 
New Zealand for oil extraction. Soya beans are produced 
on a very limited acreage primarily as a food product. 
Rapeseed is grown extensively but only as a forage crop. 
Furthermore, there are no sizeable crushing facilities and 
most vegetable oil requirements are imported in the 
form of oil. 


During the importing year July 1970 to June 1971, the 
value of imported vegetable oils, both edible and 
inedible, was $3,120,000. As has been the case in the 
past, soybean oil ($1,122,000) and peanut oil 
($513,000) were the two major oils imported. Total 
imports of rapeseed, colza and mustard seed oils were 
$151,000, with Sweden being the main supplier. The 
Netherlands and the Federal Republic of Germany are 
the principal exporters of most other vegetable oil. 
[Canadian Assistant Commercial Secretary, Wellington] 


Fruits and Vegetables 


U.S. Exports of Canned Fruits and Vegetables Declined 
in 1971 


U.S. exports of canned fruits and vegetables continued 
to decline during 1971. Prices of some major 1971 pack 
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items were higher and shipments were dampened 
additionally by the West Coast dock strike during late 
1971. Exports totaled $71.0 million, 11 percent below 
1970 and 18 percent below the 1965-69 average. 
Exports of canned fruit totaled $50.3 million and 
canned vegetables $20.6 million. 


Smaller shipments of the major canned fruit items cut 
fruit exports to $50.3 million, 11 percent below the 
1970 total of $56.8 million, and it was the lowest level 
since 1968. Peach exports totaled $17.8 million, 14 
percent below 1970 and 11 percent below average. 
Canada and West Germany were the leading markets for 
peaches; the two countries purchased 65 percent of all 
shipments to foreign markets. 


Exports of fruit cocktail also declined to $14.3 million 
and pineapple dropped to $10.5 million. Canada was the 
most important market for fruit cocktail, taking a total 
of $6.4 million. Fruit cocktail exports to Belgium- 
Luxembourg and West Germany dropped sharply. West 
Germany, France and Canada are the major pineapple 
markets. 


Substantially lower European purchases of asparagus and 
lower Canadian purchases of tomato paste cut U.S. 
exports of canned vegetables to $20.6 million. Soups, 
corn, canned tomatoes, asparagus and tomato paste are 
primary vegetable items. Canada was the major market 
for tomato products. Hong Kong is the leading market 
for soup and Europe the top market for asparagus and 
corn. [USDA, Foreign Agricultural Circular, Canned 
Fruit, June 1972] 


Japan - Strawberry Production 


Japanese strawberry production has expanded steadily in 
past years. In) 1965, 75,500 tons were harvested and by 
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1970 this figure was already 133,000 tons. By using 
plastic, the harvest can be extended throughout the 
whole year. The largest crop, however, comes between 
the months of April and June. 


The main market for Japanese strawberries has been 
New Zealand and the USA, taking 1,263 and 4,836 tons 
respectively in 1971. The Japanese deep freeze industry 
is being expanded. In 1970, 1,500 tons of strawberries 
were deep frozen in Japan. It is estimated that within 
the next five years the Japanese will be supplying 
European markets with frozen strawberries. [Agra 
Europe, June 14, 1972] 


Special Products 


Hungarians Develop High Protein Mushroom 


Following a Hungarian invention, the French firm 
Disdier will shortly begin the large scale cultivation of 
the Pleurotus mushroom. This protein rich mushroom 
species is rarely found in nature, but Hungarian experts 
have developed a Pleurotus stock which, given the 
proper foster-earth and climatic conditions, will yield a 
high crop. Hungarian agricultural engineers and chemists 
first experimented with felled tree trunks, then in closed 
areas with a special foster-soil made up of various 
agricultural wastes, and succeeded in growing Pleurotus 
on a large scale. 


In Hungary, the first Pleurotus farm will be set up near 
Szeged. Several foreign firms have shown interest in the 
propagation method of this kind of mushroom. The 
Licencia Hungarian Company for the Commercial 
Exploitation of Inventions - in addition to the Disdier 
firm-has also concluded an agreement in Italy for the 
organization of its cultivation. [Agra Europe, June 1, 
HOR) 
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PUBLICATIONS 


ECONOMICS BRANCH PUBLICATIONS 


North American Hog/Pork Study. M.H. Hawkins, R.K. 
Bennett and A.M. Boswell. Summary of a study done for 
the Economics Branch. 85 p. Tables, map. Ottawa, July, 
1972. Not yet available in French. 


Co-operation in Canada, 1970. J.M. Sullivan. Ottawa, 
August 1972. Bilingual. Tables. Pub. No. 72/7. 


Canada’s Trade in Agricultural Products: 1970 and 
1971. D.L. Bolton. Ottawa, July 1972. 46 p. Tables. 
Also French. Pub. No. 72/5. 


Developing Bush Pastures. A management and economic 
guide. J.K. Wiens from the Economics Branch and R.W. 
Lodge from the Research Branch of Agriculture Canada 
and the Saskatchewan Advisory Council on Forage 
Crops. Prairie Regional Office, Economics Branch, 
Agriculture Canada, Torwest Tower, Regina, 
Saskatchewan, June 1972. 26 p. Tables, map, photo. 
Pub. No. 72/4. 


Marketing Boards in Canada. National Summary 1970. 
J.M. Sullivan. Ottawa, July 1972. Bilingual. Pub. No. 
IPAS 


Agricultural Statistics for Canada. Revised edition. 
Compiled by R. Daviault. Ottawa, June 1972. Revised 
from April 1971 edition. Pub. No. 71/6. 
AGRICULTURE CANADA PUBLICATIONS 


Available from Information Division, 
Canada, Ottawa, Canada, K1A 0C5 


Agriculture 


Pesticide Research Report, 1971. Compiled by Canada 
Committee on Pesticide Use in Agriculture. Ottawa, 
1972. 428 p. Tables. Cat. No. A41-14/1971. Free. 


Grassland Ranges in the Southern Interior of British 
Columbia. A. Mclean and L. Marchand. Ottawa, 
reprinted 1972. 28 p. Illus., tables, graph. Pub. No. 
A53-1319. Free. 


Farm Letter. Monthly. Bilingual. Free. No. 71. Carcass 
Appraisal, Marketing Council, Dairy Policy. Apr-May 
1972. No. 72. It Pays to be Informed on Livestock 
Diseases. June 1972. 


Farm Credit Corporation Annual Report 1971-72. 
Thirteenth annual report. Ottawa, 1972. 31 p. Tables, 


CANADIAN FARM ECONOMICS Vol. 7 No. 3 


map, graphs, photos. Bilingual. Farm Credit Corpora- 
tion, Halldon House, P.O. Box 6309, Postal Station “J’’, 
Ottawa. K2A 3W9. 


Lowbush Blueberry Production. Prepared in the 
Research Station, Kentville, N.S. V. Hall et al. Ottawa, 
1972. 42 p. Also French. Pub. No. 1477. Free. 


GOVERNMENT OF CANADA PUBLICATIONS 


Available from Information Canada, 171 Slater Street, 
Ottawa, K1A 0S9 


Foreign Direct Investment in Canada. Ottawa, 1972. 523 
p. Tables. Also French. Cat. No. C.P.32-15/1972. Price 
$5. In the spring of 1970, the Honourable Herb Gray, 
P.C., M.P., was given the responsibility of bringing 
forward proposals on foreign investment policy for the 
consideration of the government. To assist him in this 
task, a working group was later established by the 
government to prepare background material and to 
examine certain factors which should be taken into 
account in the government’s consideration of this issue. 
This document, prepared by the working group, is being 
published to help public understanding and discussion of 
the matter. 


Search Behaviour in Canadian Job Markets. Dennis R. 
Maki. Economic Council of Canada, Special study no. 
15. Ottawa, 1972. 99 p. Cat. No. EC22-2/15. Price 
$1.50 Contents: Introduction; Theoretical consider- 
ations regarding worker search behaviour; Theoretical 
considerations regarding employer search behaviours; 
Empirical evidence on worker search behaviour; 
Empirical evidence on employer search behaviour; 
Conclusions and recommendations for further research. 


International Perspectives. A journal of the Department 
of External Affairs. Bimonthly. Ottawa, Cat. No. E12- 
7/1972-73. Price $3 per year. This new periodical 
replaces the former bulletin “External Affairs”. 
Contents: Dilemma of Canadian-American relations. 
Nixon concept: Taking the American Pulse. Demise of 
the old bipolar world, New links with Latin America. 
Canada and Japan. Pattern for the Pacific. This Moghret 
of many faces. IDRC - A new style of aid agency. Impact 
of the arms race. Canada’s stake in the EEC. 


Available from the Department of Industry, Trade and 
Commerce, Production and Planning Division, Publicity 
Branch, 112 Kent Street, Ottawa, Ontario, KIA OHS. 
Most of these publications are free of charge. 
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Canada Commerce is published monthly and is sent 
without charge to Canadian producers of goods or 
services. Others may have the magazine at $5 a year in 
Canada, $7 abroad. Single copies 60 cents each. Forward 
orders, with cheque or money order made out to the 
Receiver General of Canada, to “Canada Commerce”, 
Department of Industry, Trade and Commerce, Ottawa, 
Ontario, K1A OHS. Publié aussi en frangais. 


DIP 1970 8p; bilingual edition (English, French). 
Brochure describes Department of Industry, Trade and 
Commerce’s Defence Industry Productivity Program of 
assistance for all phases of Canadian secondary industry 
to increase competitiveness in defence export programs. 


Doing Business in Canada 1970; 119p; (10 books); 
tables, illus.; English, French, German. Ten booklets 
introduce businessmen to Canadian business methods 
and outline laws, customs, tariffs, taxation, assistance 
programs and construction standards. 


Federal Services for Business 1970; 80p; illus.; English, 
French. Designed to help Canadian businessmen make 
maximum use of federal assistance. Booklet describes 
services offered by 19 government departments and 
agencies. 


Financing Canadian Industries 1970; 16p; English, 
French. Booklet examines types and sources of financial 
assistance available to Canadian entrepreneurs, including 
aid programs from federal and provincial governments. 


GAPP 1970; 7p; bilingual edition (English, French). 
Brochure describes General Adjustment Assistance 
Program to help Canadian manufacturers adapt to 
changing trade patterns as a result of Kennedy Round 
agreements. 


Guide to Business Education Programs at Canadian 
Universities 1970; 203p; tables; English, French. Book 
acquaints Canadian industry with management training 
facilities. 


IDAP 1970 23p; charts; bilingual edition (English, 
French). Brochure describes the Department of Indus- 
try, Trade and Commerce’s Industrial Design Assistance 
Program to improve the quality of Canadian product 
design. 


Industry, Trade and Commerce at your Service 1971; 
52p; English, French. Pocket-sized brochure describes 
the Department of Industry, Trade and Commerce’s 
programs and services to assist Canadian business and 
industry. 
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IRDIA 1971; 94p; charts; bilingual edition (English, 
French). Brochure explains how corporations can apply 
for grants under the Industrial Research and Develop- 
ment Incentives Act to undertake scientific research and 
development in Canada. 


PEP 1970; 20p; bilingual edition (English, French). 
Brochure describes Department of Industry, Trade and 
Commerce’s Program to enhance Productivity to assist 
Canadian manufacturing and processing industries 
increase production efficiency. 


Quick Reference on Incentive and Development 
Programs for Canadian Industry 1970; 23p; bilingual 
edition (English, French). Pocket-sized booklet lists and 
describes 10 Department of Industry, Trade and 
Commerce’s programs to encourage research, develop- 
ment and innovation in Canadian business and industry. 


Apples from Canada 1965; 20p; illus.; English, French, 
Spanish, Norwegian, Swedish. Full-color brochure des- 
cribes varieties of Canadian apples and their progress 
from orchard to export market. 


Application of Computers to Formulation of Animal 
Feeds from Small and Medium Volume Producers 1969; 
170p; tables; charts; English. Designed for Canadian feed 
mill users, manual outlines computer-assisted system for 
animal feed formulation. 


Brand Canada 1970; 10p; tables; illus.; English, Spanish. 
Full-colour booklet on Canadian beef cattle industry 
describes breeds available for export. 


Canada Certified Seed Potatoes 1965; 16p; tables; illus.; 
French, Spanish, Italian, Greek, Portuguese. Four-colour 
brochure describes quality and variety of Canadian 
field-proven seed potatoes. 


The Canadian Dairy Industry 1969; 50p; tables; English, 
French. Statistical survey of Canadian dairy processing 
and manufacturing. It also compares production, uti- 
lization, consumption, imports and exports with other 
countries. 


Canadian Sphagnum Peat Moss 1969; English; for 
foreign market. Four-colour banner and folder illustrate 
wide variety of uses for Canadian sphagnum peat moss. 


Canadian Swine 1971; 20p; tables; illus.; English. Full- 
colour booklet describes Canadian swine breeds, 
breeding methods and performance testing procedures 
that have made stock world famous. 


CANADIAN FARM ECONOMICS Vol. 7 No. 3 


Central Processing of Meats, Part I - Europe 1969; 52p; 
tables; illus.; bilingual edition (English, French). Booklet 
surveys European centralized meat processing and distri- 
buting techniques for possible application in Canada. 


Central Processing of Meats, Part II - U.S.A. 1971; 56p; 
tables; illus.; bilingual edition (English, French). This is a 
survey of centralized meat processing and distributing 
techniques in the United States for possible application 
in Canada. 


The Current Status of Fish Protein Concentrate 1970; 
26p; tables; charts; English. Pamphlet examines emerging 
Canadian fish protein concentrate industry, its potential 
market and the techniques necessary to exploit it. 


Developments in the United States Food Market and 
Their Significance for Canadian Groundfish Products 
1970; 70p; tables; English, French. Survey of American 
retail and food service market, especially fish and chip 
industry. Designed to assist Canadian groundfish pro- 
ducers adapt to new market conditions in the United 
States. 


Fats and Oils in Canada Annual Review, 1969 1970; 
119p; tables; charts; English, French. Statistical review 
of Canadian fats and oils industry. It also describes new 
developments affecting industry. 


Further Data on the Processing of Canbra Oil and Its 
Utilization in the Manufacture of Some Shortenings and 
Margarines 1970; 12p; tables; English. Paper presents 
results of experiments to determine the usefulness of 
Canbra oil as an edible substitute for rapeseed oil. 


Processing of Cheese Whey in Canada 1969; 40p; tables; 
English, French. Report studies cheese whey processing 
methods and examines their possible use in Canadian 
manufacturing industries as an alternative to costly 
disposal as waste. 


The Progenitors 1971; 20p; tables; illus.; English, 
French, Spanish, Italian, German, Portuguese. Brochure 
describes practical genetics (“Progeny Proving”) program 
developed by Canadian cattle breeders to improve herd 
quality for semen export. 


Report of the New Dairy Products Technology Mission 
to Europe 1970; 70p; illus.; charts; English, French. 
Purpose of dairy industry mission was to examine new 
European dairy machinery products for possible manu- 
facture in Canada. 


Substitute Dairy Products and Their Effect on the 
Canadian Dairy Industry 1968; 130p; tables; English, 
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‘French. Prepared for the National Dairy Council of 


Canada, report surveys market for substitute dairy 
products and the possible effect on the Canadian dairy 
industry. 


Variety Cheese in Canada 1970; 60p; tables; English, 
French. Report examines production and imports of 
variety cheese, identifies problems and proposes solu- 
tions to stimulate Canadian production. List of Canadian 
cheese manufacturers and their products is included. 


Construction Information 1970; 30p; tables; charts; 
illus.; English, French. Booklet describes results of 
BEAM Program study to improve information organiza- 
tion, dissemination, storage and retrieval techniques in 
Canadian construction industry. 


The Office - Enrivonmental Planning 1969; 49p; charts; 
illus.; bilingual edition (English, French). Price $1.75. 
Illustrated booklet was designed to assist managers to 
plan office space. Bibliography is included. 


Annual Report of the Department of Industry, Trade 
and Commerce, April 1, 1969 to March 31, 1970 1971; 
116p; tables; English, French. First report of the 
Department of Industry, Trade and Commerce describes 
its industry, trade and tourist development programs, 
policies and activities and lists domestic and foreign 
personnel. 


Packaging Machinery and Equipment from Canada 1969; 
15p; charts; English. Brochure lists 21 Canadian pack- 
aging machinery manufacturers and describes their 
products. 


Directory of New York Buyers for Export 1969; 71p; 
English, French. Directory gives Canadian exporters 
names, addresses, references, markets and types of 
products handled by New York exporters who transact 
Canadian business abroad. 


How to Win World Markets 1967; 216p; tables; charts; 
English, French. Price $4.95. A reprint of articles from 
Foreign Trade, a Department of Industry, Trade and 
Commerce publication, outlining how Canadians can 
capitalize on the export market. It includes a biblio- 
graphy on export trade. 


Markets for Canadian Exporters - Germany 1971; 62p; 
tables; bilingual edition (English, French). Booklet des- 
cribes the country, its business methods and social 
conventions, Canadian-German trade patterns and 
includes lists of trade officials. 
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Markets for Canadian Exporters - Japan 1970; 41p; 
tables; English, French. Booklet describes Japan, its 
business methods, protocol and import potential, lists 
Canadian imports, exports; Japanese companies and 
officials, and provides businessmen’s bibliography. 


Markets for Canadian Exporters - Mexico 1971; 46p; 
tables; bilingual edition (English, French). Booklet des- 
cribes Mexico and its business methods. It also includes 
Canadian-Mexico trade statistics and gives names and 
addresses of trade officials. 


Markets for Canadian Exporters - Peru and Bolivia 1970; 
49p; tables; bilingual edition (English, French). Booklet 
describes the countries, their business methods and 
potential for imports. It lists Canadian imports and 
exports and includes names and addresses of trade 
officials. 


STATISTICS CANADA PUBLICATIONS 


Available from the Publications Distribution Unit, 
Statistics Canada, Ottawa, Canada, K1A 0T7 


Fruit and Vegetable Crop Report. Ottawa, 1972. No. 2 
Canadian Mushroom growers survey, 1971. Cat. No. 
CS22-003. Price 25¢ per copy, $1 per year. 


Wool Production and Supply. Prepared in the Livestock 
and Animal Products Section, Agriculture Division. 
Ottawa, 1972. 2 p. Bilingual. CS23-205/1971. Price 25¢ 
per copy. 


Fur Production Season 1970-71. Ottawa, 1972. 15 p. 
Tables. Bilingual. Cat. No. CS23-207/1971. Price 50¢ per 
copy. 


Canned and Frozen Processed Foods 1970-71. Prepared 
in the Manufacturing and Primary Industries Division. 
Ottawa, 1972. 7 p. Bilingual. Cat. No. CS32-212/1971. 
Price 25¢ per copy. 


Estimates of Production and Disappearance of Meats, 
1971. Ottawa, 1972. 4 p. Tables. Bilingual. Cat. No. 
CS32-220/1971. Price 25¢ per copy. 


Fur Goods Industry, 1970. Annual Census of Manufac- 
turers. Ottawa, 1972. 8 p. Bilingual. Cat. No. 
34-213/1970. Price 50¢ per copy. 


Farm Input Price Indexes. Vol. 1, No. 4, 4th quarter 
1971. Ottawa, 1972. Bilingual. Cat. No. CS62-004. Price 
$1 per year. 
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Family Food Expenditures in Canada 1969. Volume II. 
Ottawa, 1972. 127 p. Tables. Bilingual. Cat. No. 
CS62-532. Price $1.50. 


Census of Canada 1971. Advance Bulletin. AA-10 
Agriculture: Number and area of census-farms. Ottawa, 
April 1972. 9 p. Tables, map. Cat. No. CS96-727. Price 
50¢ per copy. 


FAO, OECD and EEC PUBLICATIONS 


Available from Information Canada 


World Grain Trade Statistics 1970-71. FAO, Rome, 
1972519 op. Tables). graphs; Catz INo .ePS/ G74 5) 
5.72/EFS/1/4500. Price U.S.$2.50 


How the European Community’s Institutions Work. 
Emile Noél. Community Topics No. 38. European 
Community Information Service, London, January 
1972. 12 p. Free. This document describes how the four 
institutions of the Community work. Includes informa- 
tion on the agricultural management committees and the 
Committee of Permanent Representatives. May be 
obtained as well as many other publications from the 
EEC, from the European Community Information 
Service, Suite 707, 2100 M Street, N.W., Washington, 
D:G, 20037. 


OTHER PUBLICATIONS 


Analyse des comptabilités agricoles (G.E.R.A.). Exercice 
1970. Service des études économiques. Direction 
générale de la commercialisation, Ministére de I Agricul- 
ture du Québec, Ste-Foy, 1972. (12 volumes pour les 12 
régions administratives). Tables. 


Rural Real Estate Values in Alberta. January-December 
1971. R.J. Miller and W.S. Pattison. Resource Econo- 
mics Branch, Economics Division, Alberta Dept. of 
Agriculture, Edmonton, Alberta, April 1972. 31 p. 
Tables, maps. 


Financial Performance of Prairie Farms. An economic 
evaluation under a long-term credit situation. S.N. 
Kalshreshtha and G.R. McGlaughlin. Department of 
Agricultural Economics, University of Saskatchewan, 
Saskatoon, June 1972. 107 p. Tables, chart, bibli- 
ography. Technical Bulletin no. BL: 72-12. 


A Study of Purchases and Ownership of Saskatchewan 
Farm Lands by Citizens and Companies of the United 
States of America to December 31, 1970. Jacob A. 
Brown. Department of Agricultural Economics, 
University of Saskatchewan. Saskatoon, June 1972. 22 
p. Maps. 
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IN REPLY TO AUTHORS AND EDITORS REGARDING AUGUST 72 
CANADIAN FARM ECONOMICS 


I have read the following article(s): 


(1) Using Computers in the Farm Business 

(2) CANFARM’s Computerized Farm Records 

(3) Michigan’s Purple Plums Affect Canadian Market 
(4) Potatoes .. . Harvesting Methods... Returns 


My comments are on article number 


This article was: not useful oa ——— : very useful. 


1 2 3 4 5 6 u 8 og 10 
Because (e.g., The most important economic and social factors were studied. The work was well documented and the 


conclusions were useful to me). 


Beefs Bouquets (Suggestions to authors, publications committee and editors) 

My comments may ( ) may not ( ) be used in a future issue of this publication if the editor wishes. 
Med Pleases pint) aakccs cua caus ortes seca ser aela Occupation: Aten an ere ttn.) tt eae err ane 
NUD] BL) SSSR ee AEE ots Re a cg neh ye Rey Eet (ARC ae ee PEAR ae R era aE ee AE REE ae re 


Please place this sheet in an envelope and address it to: 


IN REPLY, 

Att: John McConnell, 

Economics Branch, 

C.D.A., Sir John Carling Building, 
OTTAWA, Ontario, K1A OCS 
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IN REPLY 


At press time for the October issue, it is still too 
early to report to you on feedback from the question- 
naire included in the last issue, so I’ll try to bring you up 
to date on that in the next issue. 


In recent weeks we have had enquiries from some 
farm organizations, economists and editors asking about 
the number of readers and the procedures involved in 
getting on the mailing list. 


The largest groups of readers are administrators, 
followed by economists, farm leaders, extension wor- 
kers, agribusiness people, libraries and university 
teachers... for a total of some 5,000 English and some 
2,000 French readers. 


Anyone who wishes to receive this publication 
regularly and who falls into one of the above groups 
should write me a letter and ask to be placed on the 
mailing list. These names are forwarded each month to 
the people who prepare and up-date the mailing list. 


A response of 55 percent from a questionnaire is 
outstanding! That’s what we got when we sent a 
questionnaire to the readers of this publication. The 
largest response came from readers in Ontario, in the 
Prairies and in other countries. We asked readers what 
percentage of CFE they usually read... 171, of those 
who replied, said they read all of it, 840 said they read 
half of it, 347 said they read a quarter of it and 65 of 
those readers who replied said that they read 10 percent 
of it. We reported this survey in the June issue of CFE in 
19718 


Again I want to say that we encourage letters from 
readers and remember to look at the questionnaire on 


the last page of this issue. 


So long for now. 


fp Me Connetee 


John J. McConnell, Managing Editor. 


DAIRY PRICE SUPPORT IN CANADA, 1962-1972 


The dairy enterprise provides nearly a quarter of 
Canada’s farm cash receipts. 


After decades of wide swings in production and prices, 
six provinces have agreed to a supply-management plan. 


Canada is the first country to establish a national dairy 
market-sharing program, involving over 95 percent of 


V. McCormick * 


The Importance of the Dairy Industry 


The dairy industry is probably the oldest agricultural 
industry in Canada. It has been associated with agricul- 
ture in all provinces and contributes greatly to the total 
economy. Farm cash receipts from the sale of milk and 
cream (including subsidies) in 1971 amounted to $805 
million — larger than from the sale of wheat. If the 
estimated farm cash income from the sale of animals 
from dairy herds is added to the income from dairy 
products, the total farm cash receipts are about $1.1 
billion dollars, or about 24 percent of cash receipts from 
all farming operations. 


In 1971, income from the sale of dairy products was the 
most important single source of farm cash receipts in 
Quebec, British Columbia and Nova Scotia and the 
second most important source in Ontario and New 
Brunswick. With subsidies included, Quebec received 45 
percent of total farm cash receipts from the sale of dairy 
products, Nova Scotia 30 percent, British Columbia 24 
percent and New Brunswick 23 percent. Dairying 
contributes to the greater part of farm cash receipts in 
areas where few or no alternatives exist. The 1971 


*Miss McCormick is the dairy specialist in the Branch, She and 
the other Outlook economists are currently preparing reports for 
the Outlook Conference, November 21 and 22. 


manufacturing milk and cream production. 


Census sh6ws that 145,318 farmers in Canada, or 40 
percent of all farmers reporting, kept milk cows. 


Changes in Production and Consumption Trends 


Milk production in Canada started to move upwards in 
the early 1950's, largely as the result of technological 
advances, particularly better breeding, feeding and 
management practices. In the late 1950’s, there was a 
downward trend in domestic utilization on a milk (fat) 
equivalent basis, brought about by a decline in butter 
consumption and consumers’ preferences for partly 
skimmed (2 percent) milk. The trend away from 
shipping farm-separated cream to whole milk for the 
manufacture of butter resulted in large increases in 
output of skim milk powder at factories across Canada. 
As a result of diverging production and consumption 
patterns, large stocks of butter and skim milk powder 
accumulated. 


It was necessary to dispose of surplus stocks of dairy 
products on world markets, generally at lower prices 
than on the home market. This involved heavy export 
subsidies at certain times, particularly for butter in 1964 
and skim milk powder from 1967 to 1970. Other 
products which required export assistance from time to 
time were cheddar cheese, concentrated whole milk 
products and casein. (No subsidies were required on 
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Table 1 — Total Milk Production, Domestic Disappearance, Exports and Imports in Terms of Whole Milk, Canada, 1962-71 


ne ee ee 


Total Milk Total 
Year Production Consumption? Imports? Exports® Balance4 
— million pounds — 
1962 18,382 E293 161 493 T1517 
1963 18,432 18,079 170 881 = 315i: 
1964 18,505 18,275 168 3,183° LOO 
1965 18,357 18,378 194 646 -473 
1966 S233 18,227 201 476 SA, 
1967 18,208 18,191 313 343 als) 
1968 18,362 13rd aS 488 +118 
1969 Ish 7ALal 18,038 344 341 +676 
1970 18,313 18,425 37 356 113} 
SA WY 18,674 380 436 =A Ys) 


4Human consumption plus fed to livestock. 


bLargely specialty-type cheeses and butter in milk equivalent. 


Butter, butter oil, cheese and concentrated whole milk products in milk equivalent. 


dExcludes stocks of dairy products. 


“Includes exports of butter and butter oil equal to 114 million pounds of butter. 


cheddor® 
ore 


éxports of 1971 production due to an improvement in 
world prices, brought about by shortages of dairy 
products). 


Milk production in Canada rose to a record high of 18.7 
billion pounds in 1969. However, declines occurred in 
1970 and again in 1971, when output at 17.8 billion 
pounds was at the lowest level in more than a decade. 
Total domestic disappearance of milk and dairy products 
has been increasing on a milk fat basis since 1967, 
necessitating imports of butter in 1971 and 1972. 
Production of solids - not - fat greatly exceeds domestic 
use and the surplus is exported in the form of skim milk 
powder. 


History of Dairy Price Supports 


Federal programs to support certain dairy products were 
initiated during the depression years of 1935 and 1936 
in an attempt to minimize price movements and to give 
producers better returns. Subsidies were paid again 
during the later years of World War II and the 
immediate post-war years as an incentive to increase 
production and at the same time to avoid general price 
increases to consumers. During this period, the dairy 
industry in North America was encouraged to increase 
output to meet the food requirements of Europe. 
Canada’s contribution was largely cheese for the United 
Kingdom. 


The Canadian government made commitments during 
the war years to support post-war agricultural prices and 
income in an effort to prevent a farm price collapse 
similar to that which occurred after World War I. In 
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1944, an Act “for the support of the prices of 
agricultural products during the transition from war to 
peace” was passed. The Agricultural Prices Support 
Board, which administered the Act, became operative in 
1946, although no large scale purchases of dairy 
products occurre€ until 1949. The Board had at its 
disposal a revolving fund of $200 million as working 
capital. Net losses to the fund resulting from price 
supports of farm products were compensated by annual 
votes of Parliament; net operating profits were paid 
annually into government revenue. 


The Agricultural Stabilization Act superseded the 
Agricultural Prices Support Act in 1958 and the Agricul- 
tural Stabilization Board became the new administrative 
agency. The Agricultural Stabilization Board was given 
the duty to guarantee the prices of butter and cheese, 
among other key commodities, each year at a level equal 
to 80 percent of the average price realized over the 
preceding ten years. The support price can exceed this 
level if the federal government so decides on the basis of 
the estimated average cost of production and such other 
factors as considered relevant. The revolving fund was 
increased to $250 million - $50 million more than the 
fund at the disposal of the old Agricultural Prices 
Support Board. 


An Act establishing the Canadian Dairy Commission was 
proclaimed on October 31, 1966 and the Commission 
was appointed in December. The Commission assumed 
the responsibility of administering the price stabilization 
program beginning with the 1967-68 dairy support year. 
It has the power to administer federal government 
support funds. 


Table 2 — Support Prices of Butter, Cheese, Dry Skim Milk and 
Manufacturing Milk, Canada, 1962-1972 


Dry 
Dairy Butter Cheddar Skim Manufacturing 
Year cheese Milk Milk 
— cents per pounds — $ per 100 Ibs 

(3.5% butterfat) 
1962-63 64.04 32.5 e 2.62 
1963-64 64.04 32.5 e 2.86! 
1964-65 64.03 395 e 3.16f 
1965-66 64.02 35.0 e 3.52! 
1966-67 59.0 38.0 e 4.10f 
1967-68 63.0 38.0 20.0 4.758 
1968-69 63.0-65.0° 42.0-47.09 20.0 4.858 
1969-70 65.0 42.0-47.02 20.0 4.858 
1970-71 65.0 42.0-47.09 20.0 4.858 
1971-72 65.0-68.0© 51.0-54.0° 24.0-26.0° 5.148 
1972-73 68.0 54.0 29.0 5.658 h 


4Producer support consisted of a butter ‘“offer-to-purchase” 
price plus a subsidy on butter: 1962-63 and 1963-64, 52¢ plus 
12¢ subsidy; 1964-65, 53¢ plus 11¢; 1965-66, 55¢ plus 9¢. 


Price change effective September 30, 1968. 
°Price changes effective August 16, 1971. 
Price range according to season of production. 


©No support price as such; periodic purchases were made by the 
Agricultural Products Board, depending on supplies and market 
price levels. The Board was authorized to purchase dry skim by 
tender at prices not exceeding 8.5¢ in 1962-63; 11.0¢ in 
1963-64; and 18.0¢ in 1966-67. No purchases were made in 
1964-65 and 1965-66. 


Derived value — Average returns to producers plus subsidies. 
&Market support plus subsidies (excluding holdbacks). 


hMarket support and subsidies equivalent to $5.39 at August 16, 
1971. 


The federal government, through the Canadian Dairy 
Commission, currently supports the dairy industry by 
“offer-to-purchase” programs for dairy products and 
direct subsidy payments to producers of manufacturing 
milk and cream. It also assists, through the Canadian 
Dairy Commission, in exporting surplus dairy products. 


The support program has been re-inforced since July 
1951 by import controls. Under the Export and Import 
Permits Act, a product may be placed on the Import 
Control List to implement any action taken to support 
the price of the product or has the effect of supporting 
the price of the product. Butter was placed under import 
control during the summer of 1951. Dairy products 
currently under import control are: butter, butterfat in 
any form, cheese of all types, evaporated and condensed 
milks, dry buttermilk, dry casein and caseinates, dry 
whole milk, dry skim milk, dry whey and animal feeds 
containing more than 40 percent solids-not-fat. In effect, 
no product on the Import Control List can be imported 
without a permit from the Department of Industry, 
Trade and Commerce. Permits are issued freely for 


natural cheese, other than cheddar and Colby for direct 
consumption, traditional imports of processed cheese 
and casein for industrial use. 


Present federal dairy policy was designed to provide 
efficient producers of milk and cream with the oppor- 
tunity of obtaining a fair return for their labor and 
investment and to provide consumers with a continuous 
and adequate supply of high quality dairy products. 


Dairy Supports 


Until the dairy year 1966-67, the. emphasis on dairy 
support in Canada had been on support of product, 
particularly butter and cheddar cheese. It was assumed 
that 100 pounds of milk manufactured into cheese 
would be approximately equal in value to 100 pounds of 
milk made into butter and skim powder. Competition 
for milk for other manufactured products, for example 
evaporated whole milk and whole milk powder, kept 
prices for milk going into these products in line with 
butter and cheese milk. 


Federal policy action to encourage domestic consump- 
tion in an effort to reduce a large build-up of butter 
stocks was initiated in 1962-63 and continued through 
1965-66 (Table 2). This program consisted of producer 
support plus a subsidy on butter. For example, in 
1962-63 and 1963-64 the butter support price was 64 
cents per pound, the government “offer-to-purchase”’ 
price 52 cents and the subsidy, which was really a 
subsidy to consumers, was 12 cents. There were also 
heavy subsidies on exports of butter and butter oil in 
1963-64 and 1964-65. In 1964, exports of these two 
products were equal to 114 million pounds of butter or 
the equivalent of about 2.7 billion pounds of milk. 


A new program, designed to raise the average returns to 
producers to $3.50 per 100 pounds for domestically - 
used manufacturing milk, was introduced in 1965-66. A 
deficiency payment plan on milk, together with direct 
subsidy and export assistance, was used to bring the 
average price to $3.30 and a supplementary payment 
was made to all farmers who marketed over 10,000 
pounds of milk in the previous dairy year. This was the 
first time that very small volume producers were 
eliminated from subsidy payments. (As the weighted 
average price at processing plants was $3.32, no defi- 
ciency payment was made). 


Despite federal government measures, the market price 
to producers was not considered sufficient to compen- 
sate for their increased costs and in 1966-67 a direct 
subsidy to manufacturing milk and cream producers was 
introduced. The deficiency payment plan and the butter 
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subsidy, as such, were discontinued. In order to finance 
the exports of dairy products surplus to domestic 
requirements, a holdback was made from subsidy 
payments (Tables 3 and 4). 


The Canadian Dairy Commission introduced subsidy 
eligibility quotas in 1967-68 in an attempt to keep milk 
production within the bounds of commercial outlets. 
Each producer who had delivered manufacturing milk or 
cream in 1966-67 was allotted a subsidy quota for 
1967-68 equal to the amount of his previous year’s 
deliveries. This was the first time that dairy support 
measures had been designed to equate milk production 
with market requirements. Previous dairy support 
measures generally had placed no restraints on the 
amount of product eligible for support. 


Table 3 — Subsidy Payments to Manufacturing Milk Producers 
and Holdbacks and Levies, Canada, 1962-1972 


Levies 
Holdback Holdback in market 
Dairy Subsidy from subsidy for over-quota quota 
Year payments within quota deliveries areas 
$ per 100 pounds of milk 

1962-63 02252 - — = 
1963-64 0.3025 = = = 
1964-65 o — ~ - 
1965-66 Onn _ - — 
1966-67 0.85 0.104 . 3 
1967-68 {| poi Oma! - = 
1968-69 eh 0.15 —_ - 
1969-70 1e25 0.26 052 = 
1970-71 WS 0.26 125 2.40 
1-72 1.25 0.10 1.05° 2.05f 
1972-73 125 0.10 1.05 1.508 


4&xcludes subsidies paid on butterfat for the manufacture of 
butter as follows: 1962-63 and 1963-64, 50.75 cents per 100 
pounds of milk; 1964-65, 46.55 cents; 1965-66, 38.15 cents. 


oor cheddar cheese only, at factories, 


CAn average of 20 cents per 100 pounds was paid as a 
supplementary payment on the previous year’s milk deliveries. 


d2 7 cents rebated for 1966-67 — no direct quotas in effect. 
€April 1 — May 31, 1971, $1.25. 
fapril 1 — May 31, 1971, $2.40. 


®Minimum rate. 


In order to encourage development of a more efficient 
dairy industry, no subsidy quotas were allotted in 
1968-69 to producers whose deliveries the previous year 
were less than 12,000 pounds of milk or 420 pounds of 
butterfat. These producers received a _ phasing-out 
payment equal to the 1968-69 subsidy rate for the 
individual producer’s 1967-68 deliveries of milk and 
cream. 
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Table 4 — Subsidy Payments to Cream Producers, Holdbacks and 


Levies Canada, 1962-1972 
Holdback 
from Holdback Levies 
subsidy for over- in market 
Dairy Subsidy within quota quota 
Year payments quota deliveries areas 
— cents per pound butterfat — 

1962-63 14.5 — — = 
1963-64 14.5 _ = - 
1964-65 S38 ~ — _ 
1965-66 10.9 — - _ 
1966-67 24.29 _ - = 
1967-68 34.57 Salis - _ 
1968-69 37.42 1.0 — _ 
1969-70 35/1 1.0 - - 
1970-71 Soni 1.0 8.0 ~ 
1971-72 

Apr. 1-May 31 57H ~ 8.0 50.0 

June 1-Mar. 31 a. il — Sv) 30.0 
1972-73 BS 7H! — S40) PRIM 6 


4Minimum rate. 


Market-Sharing Plan 


As fluid milk marketing is under the jurisdiction of the 
provinces, the federal government as a rule does not pay 
subsidies on milk produced by fluid milk shippers which 
is surplus to fluid sales. Where a pooling system is in 
operation, however, fluid milk producers receive federal 
subsidy on a portion of their milk used for manufac- 
turing purposes. Except in pooling areas, fluid shippers 
did not share in the costs of export equalization until a 
market-sharing plan was instituted. Until federal-provin- 
cial agreements were finalized, there was no equitable 
method of making collections from fluid milk shippers. 


A comprehensive milk marketing plan was agreed to by 
the Canadian Dairy Commission and the milk marketing 
agencies of Ontario and Quebec in January 1971. (The 
program had started operating on December 1, 1970). 
The plan encompassed a market-sharing quota system 
for industrial milk and that portion of milk shipped by 
fluid producers which is used for manufacturing 
purposes. The agreement also covered cream shippers in 
Quebec, and shippers in Ontario entered under the plan 
on April 1, 1971. Prince Edward Island was the third 
province to enter into the program, which became 
operative in that province on December 6, 1971. 
Producers in Alberta entered on April 1, 1972. Manitoba 
and Saskatchewan came under the program on July 1, 
1972. With the three Prairie Provinces joining Prince 
Edward Island, Quebec and Ontario, more than 95 
percent of the manufacturing milk and cream sold in 
Canada came under the market-sharing program. 


Table 5 — Creamery Butter and Skim Milk Powder Removed from the Market Through Price Support and Related Programs, Canada, 


1962-63 to 1971-72 


Butter 
Federal Total Purchases as 
Dairy Agency Butter Percentage of 
Year Purchases@ Production? Production 
— million pounds — % 
1962-63 DOES SO 25 
1963-64 Weil 351.9 20 
1964-65 86.0 Souk 24 
1965-66 65.0 337.4 19 
1966-67 63.2 33339 19 
1967-68 80.5 32959 24 
1968-69 82.4 335.9 24 
1969-70 ONS 350.0 28 
1970-71 67.6 327.8 Al 
1971-72 44.6 286.8 16 


Skim Milk Powder 


Federal 
Agency Total Purchases & export 
Purchases* Skim assistance as 
and Export Powder percentage of 
Assistance Production? Production 
— million pounds — 
34.3 19253 18 
TOM ogi! 11 
2553 203.0 WD 
53.4 pap 24 
81.1 263.5 31 
200.9 316.1 64 
198.0 360.4 25) 
244.9 395.1 62 
216.4 362.4 60 
114.8 301.1 38 


4A pricultural Stabilization Board and Agricultural Products Board to 1966-67; Canadian Dairy Commission from 1967-68 to present. 


Fiscal years. 


bCalendar year. 


With the market-sharing arrangement, each producer 
received a marketing quota based on previous deliveries 
or his subsidy eligibility quota - the greater of the two at 
the time of entry. He receives a market price related to 
Canadian price support levels for deliveries up to his 
market share. Prices for deliveries over market share are 
related to world prices for surplus dairy products. There 
is a minimum charge for excess deliveries. (The 
minimum for excess deliveries in 1972-73 is $1.50 per 
100 pounds of milk and 22 cents per pound of butterfat 
on farm-separated cream). 


Under the market-sharing system, instead of the hold- 
back from subsidy payments, there is a levy on the 
market price paid to producers (Tables 3 and 4). The 
levies are collected by provincial agencies and submitted 
to the Canadian Dairy Commission to defray the costs of 
surplus disposal. Provinces that do not come under the 
market-sharing program continue to have holdbacks 
deducted from subsidy payments. 


Product Removed From The Market Through 
Federal Assistance. 


The offer-to-purchase program stabilizes the market for 
dairy products by preventing severe fluctuations in price 
and supply. This, in turn, has a stabilizing effect on 
consumption. Under the price support program, 
creamery butter and skim milk powder are the products 
which in recent years have generally been purchased on a 
regular basis as instruments of the dairy price support 
program. Cheddar cheese is also acquired by government 


agencies for market support when necessary. Butter is 
usually sold back to the domestic trade. Skim milk 
powder and cheddar are as a rule offered for commercial 
export or food aid programs. 


World prices for dairy products are usually well below 
the Canadian support levels, thus exports by the trade 
generally require financial assistance. If assistance is 
required to move a dairy product to export markets, it is 
made from the Export Equalization Account, which is 
administered by the Canadian Dairy Commission, and 
funded in recent years, by holdbacks and levies from 
producers’ cheques. 


Creamery butter purchases through federal agencies have 
averaged about one quarter of annual production in the 
last decade (Table 5). Purchases of skim powder and 
product removed from the market through export 
assistance have fluctuated from about 11 percent to over 
60 percent of total annual production. In recent years, 
the federal government has assumed the storage costs of 
dairy products purchased under the price support 
program. 


Costs of Dairy Support Programs 


Total expenditure on supporting the dairy industry 
since the Canadian Dairy Commission was established 
has averaged about $124 million annually (Table 6). 
This includes direct payments to producers, export 
subsidies, ‘‘offer-to-purchase” costs, phasing-out 
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payments to dairy producers (1968-69) and adminis- 
tration costs. 


The Federal subsidy payments to producers of manufac- 
turing milk and cream help to compensate producers for 
increased costs and also assist in preventing substantial 
retail price rises for dairy products. 


Canada Unique 


All major milk producing countries in the western world 
support their dairy industries in one way or another. 
Supports take the form of a wide range of operations 
such as guaranteed prices to producers for milk, con- 
sumer subsidies on milk and dairy products, direct 
government purchases and re-sale programs, subsidized 
exports, import controls, import levies, domestic welfare 
and school feeding programs, food aid to developing 
countries, etc. However, Canada is the first country to 
initiate a system of supply management by market- 
sharing in an attempt to balance total milk supply, on a 
butterfat basis, with domestic demand. Some European 
countries have attempted to accomplish this goal by 
structural adjustments at the farm level, such as cow 
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Table 6 — Net Cost of Dairy Industry Price Support Program, 
Canada, 1962-72 


Dairy Net Expenditure 
Year on Price Supports? 
— ‘000 dollars — 
1962-63 59,703 
1963-64 117,208 
1964-65 53,960 
1965-66 50,266 
1966-67 UU SIRS 
1967-68 99,128 
1968-69 136,951 
1969-70 151,567 
1970-71 113,806 
1971-72 119,400 (est.) 


4Excluding administrative cost. 


Dincludes supplementary payments of $19.2 million. 


slaughter programs, subsidizing the utilization of milk on 
the farm for animal feeding, and retirement of farmers. 
Milk supply-management is currently a lively issue in the 
United States and is getting active attention from 
interested organizations in that country. 


CANADIAN HOG PRICES 
WITHIN A NORTH AMERICAN MARKET 


J.L. Dawson* 


Hog prices in Canada reflect the basic price for market 
hogs as established in the midwestern United States. This 
is because of proximity to the U.S. market, two-way 
pork trade, and somewhat similar production and 
consumption patterns. Of the supply and demand for 
pork in North America, Canada accounts for approxi- 
mately 10 percent, with the U.S. making up the balance. 


This article attempts, in a brief way, to evaluate past 
Canadian and U.S. hog price relationships and to observe 
how changing exchange rates and tariff structures have 
influenced the Canada-U.S. price differential. 


Supply-Consumption Relationships 


The relative size of Canadian and U.S. hog production 
shows the small share that the Canadian pork industry 
has of the North American market. The Canadian share 
has not changed significantly since 1960. Of the total 
North American inspected hog slaughter, Canada 
accounted for 9.3 percent in 1960, 10.0 percent in 
1965, and 10.4 percent in 1971. Ona product basis, the 


*Mr. Dawson has been working on hog and beef marketing in the 
Outlook Section of the Branch for over a year. Since completing 
this article, he has returned to his native Alberta to continue 
work on livestock marketing for the Alberta Department of 
Agriculture in Edmonton. 


Canadian hog prices are largely determined in the 
American mid-west. 


Tariff reductions and the increased value of the 
Canadian dollar have given more freedom to Canada-U.S. 
trade in live hogs and pork. 


The price differential has narrowed and Canadian 
producers must compete in a_ free-wheeling North 
American hog market. 


Canadian share is approximately one percent less (e.g. 
9.4 percent in 1971) because average carcass weights in 
the U.S. are generally about twenty pounds heavier than 
Canadian carcasses. 


In 1971, Canadians consumed 1.4 billion pounds of pork 
or 65.9 pounds per capita, while U.S. consumption was 
14.8 billion pounds or 72.8 pounds per capita. In 1960, 
total consumption in Canada was 939.8 million pounds 
and 11.5 billion pounds in the U.S. On a North 
American basis, Canada accounted for 8.7 percent of the 
total pork consumed in 1971. There is some evidence to 
suggest improvement in per capita demand for pork in 
Canada relative to the U.S. demand. In 1960, U.S. per 
capita consumption was 12.3 pounds higher, 10.6 
pounds higher in 1965, and only 6.9 pounds higher in 
LOT: 


Canada-U.S. Price Relationship 


Emperical evidence indicates there is a close relationship 
between the pattern of seasonal and yearly hog slaughter 
in Canada and the U.S., and that there is an even 
stronger relationship between price changes in the two 
countries. Percentage changes in quarterly prices and 
slaughter in Table 1 indicate that the patterns of 
slaughter in both countries are not as closely related as 
are the corresponding price levels. Although Canada’s 
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TABLE 1 — QUARTERLY HOG PRICES AND GRADINGS IN CANADA AND UNITED STATES, 1969-1971 


Toronto 


7 Midwest Markets (U.S.A.) 


Canada United States 


Price Change from Price Change from Change from Inspected Change from 

(Dressed) Previous Year (Live) Previous Year Gradings Previous Year Slaughter Previous Year 

Can. $/cwt percent U.S. $/cwt percent ‘000 head percent ‘000 head percent 
1969 
Jan.-Mar. 33.61 +19 20.27 a te 1,890.2 alls 19,867.6 ap 
Apr.-June 34.19 +19 22.86 +18 1,885.1 =ildl 18,488.5 alates 
July-Sept. ST iN! au ei 26.28 +28 1,740.4 a6 18,057.6 a 
Oct.-Dec. Sino Ti2 26.04 +42 1,965.8 Siu 19, 268.5 = 16 
Year 85510) EG 23.68 +23 7,481.5 = 3 75,682.2 see il 
1970 
Jan.-Mar. 38.34 +14 BUNS +34 DAO S Tee +29 18,092.0 ay 
Apr.-June 33.40 =e) 23.86 + 4 2,104.2 +12 18,239,8 el 
July-Sept. 30.85 =il7/ DVS -14 2,106.6 +21 18,852.9 = vl 
Oct.-Dec. 26.99 29, 16.42 = 8M) 2,380.2 +21 23,002. 1 +19 
Year 3220 cali() DN DS =a 8,648.2 +16 78, 186.8 as 
1971 
Jan.-Mar. 25.63 =e G2 =35 DS +26 DNB 318) +22 
Apr.-June 23.74 oo 7-33 eM 2,645.8 +26 21,709.4 +19 
July-Sept. 26.21 sis 1927 -14 2,416.7 +15 20,520.8 + 9 
Oct.-Dec. DT ste: 2 20.06 Fi oe 2,458.7 ae DDS0539 eS 
Year 25.80 20 18.45 1G 10,113.5 erie 86,670.0 “ie 
percentage changes in quarterly slaughter fluctuate changes in the U.S. hog price. A step-wise regression 


more, the corresponding price changes compare closely 
to those in the United States. A correlation analysis on 
monthly data from 1969 through 1971 shows the 
relationship of slaughter volumes and hog prices in 
Canada and the U.S. for successive months. First, the 
correlation between the Canadian and United States 
price levels is much more significant (+.905)! than the 
correlation between slaughter levels (+.632). Second, 
the correlation between the Canadian price and 
Canadian slaughter (-.709) and Canadian price and 
United States slaughter (-.652) indicates that the 
Canadian price is influenced (inversely) by both 
Canadian and U.S. slaughter levels. 


Correlation Matrix: 


Canada U.S. Canada UES: 
Price Price Gradings Gradings 
Canada Price 1 .905 = OL S002 
WSs Price ~ 1 = (07 Sh 
Canada Gradings - - 1 1032 
U.S. Gradings - - = 1 


Observation of Table 1 and the correlation matrix 
implies that the Canadian hog price is closely tied to 


1, = SN) ReS ey Interpreted: 81 percent of the fluctuation in 
the Canadian hog price is associated with fluctuations in the 
United States hog price. 
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analysis was applied to the following monthly data for 
1969 through 1971: the Canadian weighted average 
price for Index 100 hogs (Y), monthly Canadian hog 
slaughter (X,) and the United States monthly hog price 
at the seven midwest markets (X ). The objective was to 
evaluate the relative importance of the United States hog 
price and the level of Canadian hog slaughter as factors 
determining the Canadian hog price. 


The regression equation: 


Y = 14.38 - .0113X, +.8435X, (R? =.86): 


The coefficient of X, indicates that a one dollar increase 


in the U.S. hog price will result in an increase of 84 cents 


in the Canadian price. In the same equation the 
coefficient of X, indicates that an increase of 100,000 
head in monthly Canadian hog slaughter will decrease 
the Canadian hog price by $1.13. The relative impor- 
tance of these two variables plus the fact that Canada 
has only a small share of the North American market is 
evidence that the base price for Canadian hogs is largely 
determined by the United States price. 


Both X, and X, were significant at a one percent level. 
Standard errors: X; =.0035; X2 =.091. 


TABLE 2 — QUARTERLY PRICE DIFFERENTIALS AND CANADA-—U.S. TRADE, 1969-1971 


Toronto Hog Price Imports Exports Live 
Over the 7 Midwest Markets from to Trade Exports 
Live(U.S.) Dressed(U.S.) UWsSvAc U.S.A. Balance (ey WEISS 
Can. $/cwt Can. $/cwt ‘000 Ib ‘000 Ib ‘000 Ib ‘000 head 
1969 
Jan.-Mar. 13.34 7.29 26,416.5 12,066.2 -14,350.3 2,074 
Apr.-June 11°33 4.51 18,022.7 14,962.4 — 3,060.3 3,714 
July-Sept. 10.85 3.00 ETO Sai 10,463.5 =) FAG 3,545 
Oct.-Dec. WY) 3.99 AMEZ GES 10,961.6 =e ROSS: 6.453 
Year T2202 4.95* 66,901.8 48,453.7 -18,448.1 15,786 
1970 
Jan.-Mar. PS 3.03 6,681.3 12,416.9 + 5,135.6 5,524 
Apr.-June 9.54 2.41 2,940.7 17,420.7 +14,480.0 23,308 
July-Sept. 8.32 1:59 5,526.6 (OR /2 185 +10,200.9 32,449 
Oct.-Dec. 10.57 5.66 7,786.9 13,128,2 +534 153 11,477 
Year LOS 31695 22,935-5 58,693.3* To 5168 72,758 
1971 
Jan.-Mar. 8.01 YS Broo 2e| 16,213.9 12,360 17,904 
Apr.-June 6.41 1.23 2,476.1 16,822.7 +14,346.6 22,990 
July-Sept. 6.94 1.18 2,871.0 19,417.8 +16,546.8 27,663 
Oct.-Dec. US 153 4,750.2 3} X03 11 +°9,152.9 Soil 
Year 3s 1.84* 13,950.0 66,357.5 +52,407.5 83,668 


*Yearly averages 


Recent Changes in Canada-U.S. Price Differen- 
tial 


Although the base price for all North American hogs is 
established in the U.S. midwest, recent changes in U.S. 
tariff rates and the Canadian exchange rate have altered 
the relationship of hog prices between the two countries. 


As a result of tariff negotiations in the Kennedy Round, 
Canadian and U.S. tariffs for hogs and pork have been 
reduced (Table 3). Canadian tariffs were reduced on 
June 4, 1969, and U.S. reductions were implemented 
annually from 1969 through 1971. These tariff reduc- 
tions have allowed for a freer movement of pork 
between the two countries. With .1e Canadian pork 
industry on an export basis, the Canadian “floor” price 
level has been increased due to lower U.S. tariff rates on 
fresh or frozen pork and live hogs from Canada. On an 
import basis, the Canadian “ceiling” price has been 
lowered because of Canadian tariff reductions on pork 
imports. 


From 1962 to May 1970, the Canadian dollar was 


pegged relative to the U.S. dollar and averaged 92.5 
cents in 1969. With the dollar at about 1.5 cents above 


10 


TABLE 3 — CANADA — U.S. TARIFF RATES ON LIVE HOGS 
AND PORK, 1969 — 1972 


Canadian U.S. 


anit ariot 
Live Hogs 
Jan. 1, 1969 0.5¢/lb 0.8¢/lb 
Jan. 1, 1970 0.5¢/lb  0.7¢/Ib 
Jan. 1, 1971 0.5¢/lb  0.6¢/Ib 
Jan. 1, 1972 0.5¢/lb 0.5¢/lb 
Pork, fresh or frozen 
Jan. 1, 1969 0.5¢/lb  1.0¢/Ib 
Jan. 1, 1970 0.5¢/lb 0.8¢/Ib 
Janel 97 1 0.5¢/lb  0.7¢/lb 
Jan ly 1972 0.5¢/Ib  U.S¢/Ib 


Bacon and Hams 


Jan. 1, 1969 ndt canned, cooked or boned 1.75¢d/lb  2¢/Ib 


Other e. 4. e ee ees at he 1.75¢d/lb 3¢/lb 
Jan. 1, 1970 not canned, cooked or boned 1.75¢/lb 2¢/lb 
OUNCRPAS tet Vota cer soe 1.75¢/lb 3¢/lb 
Jan. 1, 1971 not canned, cooked or boned 1.75¢/lb 2¢/lb 
Othetwen:, see ur a cei 1.75¢d/lb  3¢/lb 
Jan. 1, 1972 not canned, cooked or boned 1.75¢/lb 2¢/lb 
OTH eT ape ae rae as oe ee 1.75¢/lb  3¢/lb 
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par now, the “floor” and “ceiling” prices for Canadian 
hogs have decreased. In other words, Canada should 
approach an import basis (ceiling price) at a lower 
Canada-U.S. price differential than compared with 1969 
as an example. Conversely, the export basis (floor price) 
could be expected to be lower relative to the U.S. price 
than when the dollar was pegged. Partly offsetting the 
lower floor price is the reduction in U.S. tariff rates. 


Summary 


Analytical results indicate the importance of price 
influence from the United States and imply that the base 
price for the North American pork market is established 
in the United States. At the most, Canadian production 
levels can only shift the domestic price within a narrow 
range relative to the base price. 


If the price influence from the United States is as strong 
as the analysis suggested, it is erroneous to attribute low 
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or high domestic hog prices directly to production levels 
in Canada. 


If the Canadian hog industry’s main pricing function is 
in the determination of the price differential, could a 
supply management program aimed at altering the price 
cycle be effective? At most, a reduction in Canadian 
production can only move the industry to a net import 
basis. 


The combined effect of lower tariff rates since 1969, the 
increase in value of the Canadian dollar since May 1970, 
along with the removal of federal hog premiums in 
December 1970, means that hog prices in Canada are 
more sensitive to U.S. hog prices than in 1969, for 
example. The main implication is that, in effect, 
Canadian hog producers are currently operating in a 
more competitive North American pork industry than at 
any time during the 1960’s. 


1] 


PERSPECTIVE ON THE CANADIAN SHEEP INDUSTRY 


Canadian sheep growers are now supplying only 20 
percent of the Canadian market for sheepmeats. 


Consumers are faced with sporadic supplies, and 
extremes in price and quality. 


New Zealand will continue to dominate the Canadian 
market, unless Canadian producers and marketers 
improve their product and service. 


Canada’s sheep industry continues to be plagued with a 
declining share of the domestic market for mutton and 
lamb. During the ten-year period ending December 31, 
1971, farm output of slaughter sheep and lambs fell by 
more than 50 percent, reducing the industry’s share to 
20 percent of the annual supply of sheepmeats. A 
sizeable growth in imports has been necessary to 
maintain existing consumption rates (Table 1). 


World Production and Trade 


Sheep can be raised successfully over a wide range of 
climatic conditions, although the greatest numbers are 
reported by countries in the more temperate regions of 
the world. Fourteen countries have approximately 70 
percent of the world’s total sheep population. The five 
largest producers are Australia (176 million head), 
U.S.S.R. (130.7 million), Mainland China (70.6 million), 
New Zealand (61.3 million), and Argentina (43.9 
million), and they account for almost one-half of the 
total numbers. The United States ranks fourteenth 
among nations, having 20.4 million sheep on farms. 
(F.A.O. Production Yearbook, Vol. 24, 1970). Sheep 
numbers in Canada, as in the United States, declined 
steadily throughout the 1960’s. Canada reported 1.5 
million head on farms in 1961; by 1969 flocks had been 
reduced to 883,000 head. The United States and Canada 
are the third and fifth largest importers of sheepmeats 
(Table 2). 


*Mr. Dawson has been a research economist in the Vancouver 
Office of the Branch for several years. His previous projects have 
been concerned with beef and grapes, but this article is based on 
his current work on the sheep industry. 


UP 


O.G. Dawson* 


Economic considerations have been paramount in the 
spatial configuration of world sheep production. World 
trade in raw wool fiber, and an abundance of otherwise 
idle range lands stimulated the build-up of sheep 
numbers in the southern hemisphere. In more recent 
years, these regions have expanded sheep production and 
diversified exports into mutton and lamb, as well as 
beef. Australia has continued to stress wool production 
by maintaining over 90 percent merino and merino 
crossbred sheep (Commonwealth Bureau of Census and 
Statistics, Canberra). Markets for substantial amounts of 
low quality mutton, lamb and beef have been developed 
with Japan, U.S.A., Greece, and Canada. Australia is the 
largest exporter of meats to these nations. 


New Zealand is the world’s largest supplier of sheep- 
meats. Based on a production system utilizing over 80 
percent Romney and Romney crossbred ewes mated to 
Southdown rams, New Zealand has accomplished 
uniform quality milk-fed lambs, averaging 30 to 35 
pounds carcass weight at four to eight months of age. 
During the 1968-69 season, approximately 93 percent of 
the nation’s lamb production was exported of which 89 
percent went to the United Kingdom (New Zealand 
Meat and Wool Board’s Economic Service). New Zealand 
spring lamb is gaining considerable consumer confidence 
in North America. 


Depressed world wool markets and the entry of Britain 
into the European Economic Community (EEC) may 
have repercussions in major sheep producing countries. 
Existing E.E.C. tariffs, if applied to British imports of 
mutton and lamb, could seriously curtail consumption 
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Table 1: Summary of Canadian Sheepmeat Supplies and Utilization 


Est. Farm Number Jan. 1 Deen sit Domestic 
Year Output Slaughtered Domestic Imports Total Stocks Exports Canned Stocks Disappearance 
(‘000 head) (‘000 pounds) (‘000 pounds) (‘000 pounds) 
1951-55 Ave. 688.9 685.2 29,824 SMe BIS L522 ayes) I/ 632 299 3,754 34,474 
1956-60 Ave. 740.2 742.6 S202 17,142 49,244 5,989 550 a 6,589 46,873 
1961-65 Ave. 30,562 37,306 67,868 8,649 507 1,241 8,412 66,357 
1966-70 Ave. 19,289 61,815 81,104 10,766 445 1,183 DES 77,716 
61 760.6 803.3 34,552 33,433 67,985 7,816 173 1,185 1932 64,511 
62 747.6 744.4 31,801 BS Os305 O32 556 1,232 7,054 70,478 
63 684.3 WANES 31,548 47,856 79,404 7,054 679 1,108 9,298 TSse7/3 
64 668.4 679.8 29,816 SEO Wily 9,298 757 1227] 9,147 65,339 
65 580.6 Meo 25,091 50299N D590) 9,147 370 1,454 6,631 56,082 
66 484.1 492.5 ZAI 0 55,643 77,373 6,631 622 18372) 13,878 68,132 
67 472.2 481.8 AVOBS 48,686 69,621 13,878 184 1,486 8,831 72,998 
68 459.8 454.4 19,685 71,455 91,140 8,831 94 1,049 11,411 87,417 
69 416.7 413.0 18,081 69,620 87,701 11,411 690 1,038 13,077 84,307 
70 346.4 363.8 16,016 aos) TAOS. S07 7) 635 970 15,430 WUT 
Source: Statistics Canada, Livestock and Animal Products Statistics 1970 (Cat. #23-203). 
Table 2: Leading Mutton and Lamb Trading Nations, 1965 and 1969 
(1000 metric tons) 
Exporting Country 1965 1969 Importing Country 1965 1969 
New Zealand 367.1 473.2 United Kindgom 350.6 367.8 
Australia DS 106.3 Japan Sakis 129.2 
Argentina AY AY, 38.2 U.S.A. 19%3 44.6 
Ireland 14.2 1183 Greece Silky, 35.8 
EeEGe D1 14.5 Canada 14.0 34.1 
BoE: 255 46.2 


Source: F.A.O, Trade Year Book (1970). 


*E.E.C. includes France, West Germany, Italy, Netherlands, Belgium and Luxembourg. 


of New Zealand lamb. Although the New Zealand Meat 
Board has anticipated such a move for some time, and 
has placed considerable emphasis on trade diversifi- 
cation, any cut-back in exports to Britain would create a 
large domestic surplus of lamb. Efforts to develop new 
markets for this product have been most promising in 
North America, where a preference for quality young 
lamb has been clearly demonstrated. 


Canadian and American consumer acceptance of 
imported lamb is encouraging to New Zealand, as it is to 
Australia. The present world wool situation appears to 
have long term overtones: in which case, the addition of 
a high quality meat line designed for the North 
American market could offer some relief to Australia’s 
sheep industry. Both New Zealand and Australia have 
the resources and necessary skills to adapt to the needs 
of the North American market. Exports have been 
primarily frozen meats with only limited quantities of 
fresh lamb cuts being sent air freight. Expansion of the 
fresh trade should be anticipated by North American 
producers, and efforts made to utilize such trade to their 
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advantage. Imported fresh product could provide a 
means of achieving continuity of supply at the retail 
level and thus enhance the competitive position of 
domestic supplies. 


Canadian Production 


The decline in popularity of sheep production in Canada 
has been in favor of other forms of agricultural 
endeavor. Although statistics do not indicate a shift of 
resources to a particular type of production, a general 
re-allocation of range lands to beef cattle production has 
taken place. Large range flocks are almost non-existent 
in Canada. Similarly, many small farm flocks have been 
displaced by other livestock or crop enterprises. The 
average size of the sheep enterprise has, however, 
increased. From 1951 to 1971, sheep numbers on farms 
fell by nearly one half, while the number per farm more 
than doubled (Table 3). 


Because agricultural producers in Canada tend to allo- 
cate their resources (i.e. land, labor, capital and manage- 
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Table 3: Canadian Sheep numbers on farms 1951-1966 


Farms Ave. 


Number on Farms Reporting No./Farm 


West East Total 
1951 599,594 879,143 1,478,737 62,566 24 
1956 706,692 931,502 1,638,194 58,362 28 
1961 869,984 693,547 1,563,531 38,528 41 
1966 545,614 474,383 1,019,997 21,453 48 
LOT Mera So e132 esi. 000, 860,789 14,090 61 


Source: D.B.S. Census Canada (Cat. Nos. 96-601, 99-533 and 


96-719). 


ment) to maximize the returns to their factors of 
production, the decline in sheep production may be 
interpreted in terms of the industry’s inability to 
compete for resources. Production is not a producer 
objective — it isa means by which an objective is pursued. 
Re-allocation of resources is thus a change in means to 
obtain some objective (e.g. farm income) more effi- 
ciently. 


Growth and development of the Canadian sheep 
industry are directly related to its ability to provide 
producers with the best means of attaining a given 
objective. The long term outlook for beef production 
would appear to discount any sheep industry expansion 
based on land extensive methods. Increasing output per 
sheep unit per acre to overcome the beef industry’s 
comparative advantage in range, or pasture utilization is 
not promising. Methods of production that rely more 
heavily on capital and labor intensive techniques may 
have merit, providing their rate of return to investment 
and labor is comparable to other intensified livestock 
enterprises (e.g. beef feedlot, dairy, or confinement hog 
production). Moreover, the success of these techniques is 
conditioned by the degree to which output complements 
consumer demand. Efficiencies gained in sheep 
production could very well be lost through failure to 
meet consumer quality specifications. 


Canadian Consumption 


Meat consumption rates in the more highly developed 
nations have generally increased with rising consumer 
incomes. During 1969, Canada ranked sixth among 
nations in per capita consumption of red meats (Table 
4). Of the nations reported, only the United Kingdom 
and West Germany demonstrate a preference for pork, 
all other nations consume greater quantities of beef. In 
general, people in the northern hemisphere eat consid- 
erably more beef and pork than mutton and lamb, while 
in the southern hemisphere, with the exception of 
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Table 4: Meat Consumption, Selected Nations, 1969 


(Pounds per capita) 


Beef & Veal Pork Mutton & Lamb _ Total 


New Zealand 106 29 87 22D 
Argentina 182 iy) 12 211 
Australia 93 29 89 211 
United States 114 65 3 182 
Uruguay 98 19 60 V7 
Canada 93 50 4 149 
United Kingdom 54 60 23 137 
West Germany 52 81 ~ 183 
France 66 59 6 1a 


Source: Meat Packers Council of Canada (1971-72 edition of 
““Meat’’). 


Argentina, they consume greater quantities of mutton 
and lamb than pork. 


Canadian per capita meat and poultry consumption rose 
steadily throughout the 1960’s, reaching an all time high 
of 201.9 pounds in 1970 (Table 5). Beef and poultry 
meats accounted for over 90 percent of the increased 
demand. Mutton and lamb were unable to exhibit a 
sustained growth rate and consumption remained stable 
at 2.9 to 4.2 pounds per capita. 


Mutton and lamb have never gained the support of 
North American consumers. Few people, with the 
exception of certain ethnic and high income groups, 
contribute to the domestic disappearance of sheepmeats. 
Several reasons could be cited as contributing to the lack 
of consumer enthusiasm. A common belief, that experi- 
ences overseas during the second world war have left the 
sheep industry with a poor image, is simply a scapegoat. 
Although overseas exports declined sharply, domestic 
consumption rates varied little in both the United States 
and Canada following the war. In 1938 Canadians ate an 
average of five pounds of mutton and lamb per person; 
their American counterparts consumed seven pounds. 
Moreover, the proportion of North American society 
that was involved in the war overseas was very small. It is 
highly unlikely that these individuals could determine 
consumer meat preferences for some 25 years. 


The real problems faced by Canadian sheepmeats in the 
market place are largely the result of insufficient 
supplies and a failure to respond to consumer needs, 
Consumers should expect, among other things, quantity, 
uniform quality, dependability, and prices that reflect 
the total value added in the form of production and 
marketing services. Other meats, and especially poultry 
products, have demonstrated a high degree of success in 
satisfying consumer needs, as indicated by their growth 
in consumption rates. 


CANADIAN FARM ECONOMICS Vol. 7 No. 4 


Table 5: Canadian Meat and Poultry Consumption, 1960-1970 


(Pounds per capita) 


Year ‘60 ‘61 ‘62 “63 64 65 ‘66 ‘67 68 69 ‘70 
Beef 70.0 70.5 Talk 74.3 79.4 83.6 84.1 84.0 Sie 88.2 Som 
Pork 5226 50.3 50.1 S087 51.8 47.9 46.9 53.8 53.6 Ry Re) SSH: 
Veal 6.9 6.8 vel 6.5 2 8.3 7.0 2 6.4 Sil 4.5 
Mutton & Lamb 2.9 BES 3.8 4.0 3.4 2.8 3.4 3.6 4.2 4.0 3.5 
Variety Meats 4.8 4.5 4.3 4.0 3.9 3.6 3.6 3.9 3.8 4.0 3.4 
Canned Meats 6.4 4.3 4.2 4.4 4.5 4.2 4.2 4.7 4.7 4.6 4.7 
Poultry (evis- 27.8 Bel! 31.0 3255 34.5 36.0 39.4 40.7 39.7 42.8 44.8 
cerated basis) 

TOTAL 171.4 171.0 LEG 176.4 184.7 186.4 188.6 197.9 199.5 200.6 201.9 


Source: Statistics Canada, Livestock and Animal Products Statistics 1970, (Cat. #23-203). 


Supply 


Consumers have no assurance that domestic sheepmeats 
will be available in retail outlets at any given time. 
Supplies are distributed throughout the year with 
average monthly volume being about two times greater 
during the September to December period than from 
January to August (Table 6). As a result, fresh Canadian 
mutton and lamb is available in very limited amounts 
during the entire year. Imported frozen product is 
available at all times according to the needs of the 
market. Fresh lamb of the quality required by con- 
sumers could be supplied by New Zealand during the 
period from October to June (Table 6). 


Quality 


Product quality, as determined by existing grading 
standards and production practices, is highly variable in 


Canadian lamb. Two general classifications, mutton and 
lamb, based on age as determined by the degree of 
breakjoint ossification (i.e. structure of the knuckle at 
the extreme end of the foreleg), do not necessarily 
establish quality from a consumer point of view. 
Ossification of the breakjoint occurs anywhere from 12 
to 20 months of age depending on breed, sex, nutrition 
and management of the animal. Prior to this stage of 
development, the animal qualifies as lamb and enters the 
fresh meat market. Four grades of lamb are designated 
according to exterior carcass fat thickness (the greater 
the fat covering, the higher the grade) but fat covering 
does not necessarily infer consumer quality. Mature 
animals are classified as mutton and are used primarily 
for manufacturing purposes. 


Production practices that rely upon numerous breeds 
and management systems contribute significantly to 
quality variation in sheepmeats. Different “types” of 


Table 6: Distribution of Sheep and Lamb Slaughtering, Canada, Australia and New Zealand, 1971 


Canada* 
Month Sheep Lambs 
(number head) 

January (4 wks) DDS 12,879 
February (4 wks) 3,174 10,840 
March (5 wks) N/A N/A 

April (4 wks) 3,564 10,218 
May (4 wks) 2,614 7,616 
June (5 wks) 2,359 12,368 
July (4 wks) 1,902 12,067 
August (4 wks) 1,854 15,264 
September (5 wks) 2,269 22,249 
October (4 wks) 1,103 DSS 
November (4 wks) 1,088 2e3d5 
December (4 wks) 879 19,336 


New Zealand** Australia*** 
Sheep Lambs Sheep Lambs 
(‘000 head) (‘000 head) 
Sl) BR20 2,024 1,631 
Py 3,343 2,011 1522 
1,657 3,876 2,481 1,754 
877 3,334 2,178 1,598 
681 2,382 DAIYD 1,593 
467 e373. eit 1,769 
335 498 2,561 1,667 
218 2338 2,294 1,754 
328 102 2,452 2,058 
401 166 2,463 2,042 
481 SILC 2,627 1,913 
492 4,890 1,901 1,926 


* Statistics for 4 and 5 week periods. (C.D.A., Health of Animals — inspected slaughter). 


** Statistics for the year ending July 31, 1971. (New Zealand Meat Board). 


*** Statistics for the year ending November 30, 1971. (Commonwealth Bureau of Census and Statistics). 
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sheep do not yield similar carcasses. Although it is 
generally agreed that such variety is required by the 
market, no attempt has been made to quantify these 
demands and differentiate lamb carcasses accordingly. In 
comparison, New Zealand spring lamb carcasses exhibit a 
high degree of uniformity and could be superior in 
consumer appeal to most domestic supplies. This 
product, if supplied fresh, would approach the standard 
of excellence established by young (5 to 6 months), 
milk-fed Canadian spring lamb from the larger breeds of 
sheep. 


Price and Value Added 


Given adequate choices, consumer purchases can be 
regarded as a measure of the value added in the form of 
production and marketing services. Should the cost of 
these services exceed their value, consumers will reject 
the product in favor of other purchases. Consumers 
have, to some extent, rejected Canadian lamb in favor of 
imported lamb products. This is evident by the persist- 
ence of extreme price variations, as measured by live 
animal quotations, over the past decade when supplies of 
domestic product fell by about 50 percent. Decreasing 
supply under situations of increasing demand should 
tend to reduce price variations in the market. 


Inefficiencies in the market channels contribute signifi- 
cantly to the cost of Canadian lamb products. Capacity 
levels of throughput minimize fixed costs per unit of 
output and encourage labor specialization. Increased 
processing and retailing costs resulting from limited 
product flows result in higher unit costs at the retail 
level which are not offset by corresponding value 
increments. Moreover, the general lack of product 
development, advertising, and promotion of Canadian 
lamb are a form of indirect cost to the industry which 
are directly related to insufficient product volume. 


SUMMARY 


The major problem in the Canadian sheep industry 
would appear to be adjusting production to market 
demand at prices equitable to producers and consumers, 
and at the same time accommodating agencies within the 
market channel. Identification of a production-market- 
ing program and corresponding marketing strategies are 
crucial factors in overcoming this problem. Prices are 
constrained by competition from beef, pork, poultry, 
and imported sheepmeats. Resource use may be con- 
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strained by higher returns from cattle, hog and poultry 
enterprises. Producer gains must, therefore, be realized 
through increased operational efficiency within the 
channel. Inefficiencies exist primarily as a result of 
insufficient volume, but also as a result of extreme 
quality variations, generally low levels of animal 
productivity, and uncoordinated marketings of slaughter 
sheep and lambs. The industry’s production should be 
orientated toward market requirements, and the 
marketing program should be formulated in terms of 
operational efficiency in the market channel. 


The basic function of a marketing program is to establish 
how resources should be utilized in achieving a given set 
of goals. In this context the sheep industry has essen- 
tially two alternatives: (1) concentration of output over 
a limited marketing period (e.g. June to October), or (2) 
continuity of supply throughout the year. The pro- 
duction and marketing requirements, as well as 
marketing strategies would be quite different. If year 
round market continuity is the industry’s choice a new 
and untried process must be utilized. Such a system 
would necessitate continuous, or possibly spring-fall 
lambing seasons, which, although possible with certain 
breeds of sheep, would place considerable demands on 
resources (capital and management). It is doubtful that 
the industry is capable of attaining the kind of output 
levels desired on a continuous economic basis. In the 
meantime, consumer objections and channel problems 
would remain unsolved. Moreover, attempts to supply 
fresh Canadian lamb throughout the year could prove 
devastating should Australia and New Zealand enter the 
fresh lamb trade during their normal spring lamb 
slaughtering months of November to June. 


CONCLUSION 


The outlook for Canada’s sheep industry is clouded by 
impending production and marketing decisions within 
the industry. Failure of these decisions to find favor 
with consumers, as well as with other market channel 
members can only prolong the industry’s stagnation. In 
retrospect, it seems clear that many people, both inside 
and outside the industry, have expected too much from 
domestic fresh lamb. Consumers do not necessarily 
prefer fresh Canadian lamb per se, although certain 
market segments could have substantial potential for 
specific types of fresh lamb. Delineation of a demand 
profile indicating the needs of various market segments 
is thus a vital tool for industry planning. 


CANADIAN FARM ECONOMICS Vol. 7 No. 4 


COSTS AND RETURNS 


After being winter killed in 1968-69, soft fruit trees are 
being replanted to meet the roadside tourist trade. 


Thirty-nine percent of receipts for apples in 1969 were 
required to pay the interest on capital compared to 13 
percent in 1962. 


This article compares the financial results attained by 
fruit growers in the Okanagan Valley in 1962 and in 
1969. The 1969 study’ is part of a two year study 
requested by the Summerland Research Station, Canada 
Department of Agriculture and is concerned with the 
“Economics of High Density Apple Plantings’. In 
conjunction with the request, data were gathered to 
update information on variety and planting trends, 
current farm capital situation, costs of production and 
so forth. The 1962 study was the result of a request by 
A.R.D.A. to the Economics Branch, Canada Department 
of Agriculture, for information on fruit farming in the 
region. 


Fifty seven fruit growers participated in the 1969 study 
and in 1962, 80 growers took part. In both years 
approximately one half of the growers were located in 
the northern section of the Okanagan Valley and the 
balance in the south. Although the farms studied each 
year were not necessarily the same, the region surveyed, 
the type of farming and the schedule used for enu- 
merating data were the same. Consequently, it is 
believed that the 1969 and 1962 farms are sufficiently 
similar to warrant a comparison of their operations to 
ascertain the factors associated with the degree of 
success attained in the respective years. Further, the 
farmers and farms included in the study are considered 
to be representative of the more than 3,000 fruit 
growers in the district. 


The fruit growing region extends along the valley floor 
and bench lands from the International Boundary at 
Osoyoos, to Vernon, near the northern tip of Lake 


"agencies doing the study are the Economics Branch, C.D.A., 
and the Department of Agriculture Economics, Faculty of 
Agriculture, University of British Columbia. 


*Mr. Acton has been with the Branch for many years and has 
conducted studies on a wide variety of economic problems 
throughout western Canada. 
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ON FRUIT FARMS 


B.K. Acton* 


Okanagan, a distance of some 120 miles. Warm summers 
and moderate winters are characteristic of this arid area. 
Successful growers depend on irrigation systems for 
watering their orchards. The southern half of the valley 
has a slightly warmer climate and longer growing season, 
thus favoring the growing of more tender varieties of 
fruit, particularly peaches and apricots. 


In 1969 the gross and net returns to growers were 
generally unsatisfactory. A combination of several 
factors contributed to this situation. 


(a) Killing winter frosts occur some years. The extent 
of tree damage is related to the degrees of freezing 
temperatures associated with the “hardening off” 
process in the tree as winter approaches. Crop losses in 
the spring are caused by the susceptibility of buds and 
flowers to temperatures slightly below freezing. 


The winter of 1968-69 was unusually severe. A cold 
spell occurred in December 1968 and January 1969 
(Table 1), damaging or killing many trees. The soft 
fruit crop was virtually a total failure. Apple yields 
were drastically reduced and total Okanagan Valley 
production was 10 to 15 percent below normal. 


(b) There was excessive spoilage (9.7 percent of net 
crop) of Spartan apples in storage. The disease, known 
as “Spartan breakdown”, was caused by a calcium 
deficiency during the growing season. Research at the 
Summerland Station is overcoming this problem. 


(c) World production of apples and keen competition 
for available market outlets resulted in very low prices. 
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TABLE 1. — LOWEST RECORDED WINTER TEMPERATURES 


OKANAGAN VALLEY POINTS 


FOR SELECTED YEARS AT SELECTED 


Altitude 1961-62 1968-69 1969-70 
Feet Dec. Feb. Dec. Jan, Feb. Dec. Jan. Feb. 
Vetnon'(SiW.) cue one eee Sh 1,200 6 F: E14 Ff. 33-F one -25°F =6 A: - 4°F 1g E 
(e) 

Kelowna (C.D. Al 24 oie oy ene oak 1,590 ie -17°FR. 4°F =26(Fi Sa2ath) SSRN Abie eee hel 

Sumiiettand (G:D.A.) at 2 eee: 1491 12 F. 4 F. 6 Fir Osha) attache ator een ch Gieni22 
[o) 

Penticton ne wai ee ee 1,121 > EE FoeenG Fr =H PR OL eae atts 6 Fid2 
[e) 

Osoyoos 2, 2 eas 4/025 8" 12°F, 2° Ruri aba) =14 Fale 39) Ful 5c Ps 22) Eee 1 OsP see tees 


Climate of British Columbia, Province of British Columbia, Department of Agriculture, Reports for 1961, 1962, 1968, 1969, and 


1970. 


In contrast to 1969, ‘1962 was reasonably normal as far 
as production was concerned”. (B.C. Tree Fruits Ltd.) 


Financial Summary 


Operator’s labor income or the return to the orchardist 
for his labor and management (Table 2) changed from 
$152 per beaiing zcre in 1962 to a negative $344 in 
1969. What does the financiai simmary reveal about the 
reasons for the decline in earnings? 


(a) Fruit sales were $725 per bearing acre in 1962, but 
slipped to $645 in 1969. Because of the winter freeze, 
fruit crops other than apples returned only 11.3 
percent of total expenses ($73 per bearing acre) 
compared with 26 percent ($184 per bearing acre) in 
1962. In other words, in 1969 a large proportion of 
the gross apple receipts had to be allocated for 
payment of production costs. 


(b) In the period between studies, current expenses 
accelerated by 53 percent, from $371 to $566 per 
bearing acre. All items enumerated under expenses 
showed increases, with the exception of custom work. 
Operators in 1962 hired more custom work, but also 
received more for doing custom work. Hired labor 
typically reflects the increasing cost trend. Although 
growers hired fewer days of labor per bearing acre, 
including pickers, (Table 5), overall cash wages were 
50 percent greater because the rate of pay had 
increased from an average of $1.20 to $1.85 per hour. 


(c) Interest increased from $135 to $380 per bearing 
acre as a result of an increase in the value of land and 
equipment used in production and a modest increase 
in the interest rate. 


It is apparent from the foregoing that higher yields, 
better fruit prices or a combination of both are 
necessary to compensate for the upward trend evident in 
current expenses and capital values. 
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Crop Insurance 


Crop insurance was not a factor in 1962, either as an 
expense or as partial compensation for crop loss. Crop 
insurance as a protection of annual income against 
unusual crop losses became operative in British 
Columbia in 1967 at the option of the producer. 


As a group, the 57 farms studied in 1969 paid an average 
premium for crop insurance of $28 and received an 
average of $46 for a net benefit of $18 per bearing acre. 


However, of the 57 farms studied only 30 operators 
carried crop insurance. They paid an average premium of 
$40 and received an average of $67 for a net benefit of 
$27 per bearing acre. But of these 30 growers who were 
insured against crop losses only 16 sustained enough loss 
to receive compensation. These 16 growers received an 
average of $163 per bearing acre in insurance benefits. 
As the average premium paid was $48, the net benefit 
equalled $115 per bearing acre. 


Capital Investment 


Investment increased from $2,696 per bearing acre in 
1962 to $6,331 in 1969 (Table 3). Growers reported 
that land values had increased from $1,196 to $3,414 
per acre in the same period. 


What has precipitated this rapid acceleration in land 
values in an interval of only seven years? Contributing 
factors are listed as follows: 


(a) Expansion of the industrial base under incentive 
programs has resulted in new sub-divisions for indus- 
trial and residential use. 


(b) An increasing number of people continue to move 
into the region to retire, because of the valley’s 
desirable climate. 

(c) A rapidly growing tourist industry, particularly 


from the prairies, since the ‘““Rogers Pass Section” of 
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TABLE 2 — AVERAGE FINANCIAL SUMMARY OF OKANAGAN FRUIT FARM OPERATION, 1969 AND 1962 


1969 1962 1969 1962 
NUMPE WOR inUltatarnms SLUGIECmemrmans) <n ain tee) mere 57 80 
Average size’ — Orchard acres . . nner ssc ae ss 2351 22.8 
—iBCANING:ACKCS: a's, ser Eke «46 9 maser a 16.1 14.2 
GCUTHEMtnecel DSumeEomNri nee eke ioe tenors ceca habs. ose $ $ $ $ 
SPA (LCS aeeuee Met a ote cite acter ey Sesto s, an BE eee 573 537 
SCOTS Meret Mama Ste raly. cle w, reomeieepn Brewin caro aie 21 56 
Saal ACI) CS PMB, oo. Scisite s Sanden vavaneeie mn, cae tee 5 29 
Se ADM COS mara ma ceteris cc oEe Si Ace Tom Me eta coher 20 
GION CS Meret AR: ate) c¥ con OA CPRVE Bee INET a cui) oleh rents 42 50 
=a UMMSMOHUMES TOUCH san oy eit eaten. 6 aes. 8 10 33 
OCI Camere cemmmeT werkt rs Aen orien. a eee, oa 10,401 10,307 646 725 
CLODMNSULAN CC PemeEEeE re rae) See Fuca coe ie ean eaten fe 738 — 46 — 
GUSTOML WON Kempomtpeteucacy sno GieiR sco ero vce er ules ave 52 304 3 21 
HO tANCUnTLEHENECEI PIS eaetne & cs, cece eiteatew ee we Sethe 11,191 10,611 695 746 
GapitalkneCelpits Me cite nse stews c) suis) bw eee 271 208 17 15 
Netminventonyaincrease Tantearr ncn. ce eukemre @ ae ete as psoz 1,090 83 77 
Otalaralinnecel pts «6 coc) wenkaecny cen ie hue 12,794 11,909 795 838 
Current expenses 
— Land, Bldg., taxes, 
IOS SARCDGlTSMewAr aL cia tcrstrs ia cera gee tiarat) sites WA cats 30 20 
Gn GAtlOMummcme heen toot Mune wen ewan ce ee ee a A. Pe 32 22 
Ae KtiLizelSumn. cami pee maes ie Gok A ely este de et ae een 17 14 
S=OOKAV SiMe a Mate times. «Ripa sys ooimwus typirs Se aise Te 57 
UCU CINAL GCS Samira mig tet uss fGen clue dogs Me wolias th rpilgs Ne: 18 
—AOthHemCnOp.eXDENSeS) se < wars wae ila o rls e wl a) 30 18 
-SIEGUIPIMIentOperatkOn: mrmeis euy any cast crane) oy cake 78 51 
=TGUSCOMMWVON Kee mn eae eter coe? eee ee ates ein ee 2 16 
lp liitetel Le stele i ty ee ae hone Oncaea 4 Ih enn iGes 207 138 
Sa MMISCONSRCOUSS ath ryael eh) ype gas 46 17 
= (Qi@ewinwienrea(orc Wines a Stews Shs Bilis Alec = 28 = 
jotalkeurrentrexpenses ava..uats wieyel ee Gioaa sein fa 9,096 5273 566 371 
Capitalkexpensesimes iaraay-St iy fy si Pe thats mer tepibetaes 2,760 2,031 171 143 
LOSAM Lapin EXPENSES tetera, cS Grails ols WE aloplel Hamann 11,856 7,304 737 514 
EaninilVaraniiinCONleumrena ress an eLearn cacti are, 938 4,605 58 324 
Bessi—slnterestonicapitalise. 4.014 tus e cote oles 6,144 1,916 380 135 
=A alliegunpald labOli yuan Seees A hoes Sinem 350 535 22 37 
OperatorestabOmincOmMe «+. Am a aweeren. sce ase ies => O26 2,154 —344 {ey 


1 Range in size — orchard acres 1.9 to 108.4, 7.2 to 54.0 
— bearing acres 1.9 to 82.2, 3.8 to 31.0 


the Trans Canada Highway was opened in 1962. 
Expansion of services and recreational facilities has 
been required to cope not only with the needs of 
summer and fall holidayers, but also with increasing 
numbers of winter sports enthusiasts. 


Prices paid for agricultural land for alternative uses, have 
been reflected in accelerated values for farm property. It 
is anticipated that there will be a continuing pressure on 
present agricultural land for transfer to other uses. 
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Per Operation Per Bearing Acre 


As an overall statement on size of fruit growing farms, 
local comments indicate that some of the very small 
orchards convenient to urban centers are being bought 
for sub-dividing. Although a continuation of this 
practice will probably reduce the total acreage in fruit, it 
will also tend to increase the average size of fruit farms 
in the region. 


Liabilities 


Loans on the farms studied in 1969 were nearly double 
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TABLE 3 — AVERAGE INVESTMENT OF OKANAGAN FRUIT FARM OPERATIONS, 1969 AND 1962 


Per Operation Per Bearing Acre 


1969 1962 1969 1962 
Number of frurt-tanms stugiedn . = a +a.) a eee ene 57 80 
Average size! — Orchard acres ........-.--4- Zou 22.8 
— BeCanimnQiaCreSime. aii, lm viene 16.1 14.2 
ENGNG TN CSINGG. A600 0.0 0 fo ao el o1dan Huai one ic $ $ $ $ 
and =Oncharditews ne weas ceemkene s noire et a uel sks 78,872 27,276 4,900 1,919 
S=OCHeh An DlLOVEC ma aemernt re et eeen tren ar eee 5,787 1,989 360 140 
=U MiMMPhOVECamce eimai) ai sie aero ne ty ache 988 643 61 45 
— Buildings (house excluded) ........... 2,931 2,134 182 150 
motalirealiestate fre. a. 7 Shon aCe eT once cd rake 88,578 32,042 5,503 2,254 
Equipments—) ROWel ss aewercmeney ..vnieiiic ones) cue fel ese 469 222 
= IrniGatlolmuer cen emer manccs os et, cae ctr 205 119 
mand CTCL uy co) ro anit each nee os 148 99 
otalbequipoment marcas spine sie Soe cee eee ee 13,234 6,251 822 440 
OLR Cre ey echt tego eee ae Auwneks PO 97 32 6 22 
otaliaverageicapital Ger ey Wel. Rieter ct a: coment tals 101,909 38,325 6,331 2,696 
INCELESTONMINVESTRIEN Camm ce, een mncn ec mrei sun air ae 
F969 6 ot Cents bow Meee ores Lint 6,114 380 
1002:@ Sper Cont wartatn sa eo co's eee 1,916 135 
Average value of orchard 
LANGEDE ACTON arcane ich soars tee tay cri eens ley Ee 3,414 1,196 


1 Range in size — orchard acres 1.9 to 108.4, 7.2 to 54.0 
— bearing acres 1.9 to 82.2, 3.8 to 31.0 


the amount of those existing in 1962 (Table 4). They 
were approximately $1,000 per bearing acre in 1969 
compared with $500 in 1962. 


Proportionately more growers had Farm Credit Cor- 
poration loans in 1969 than in the earlier period, while 
as might be expected, fewer Veterans’ Land Act loans 
were outstanding. 


Labor 


Estimates by operators of labor requirements were 30.9 
days per bearing acre in 1969 and 38.2 days in 1962 
(Table 5). There are many factors that may account for 
the fewer days of labor use in 1969 as: 


(a) Reduced yields in 1969, particularly of soft fruit, 
decreased total time of picking. 


(b) More mechanization in 1969 replaced some labor. 
(c) Increases in high density apple plantings (smaller 


trees), increased efficiency of labor, by reducing 
pruning and picking time. 
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Bearing Acres and Distribution of Fruit Trees 


The size of the fruit producing area per farm increased 
from 14.2 bearing acres in 1962 to 16.1 bearing acres in 
1969 (Table 6). In the same years, the apple acreage 
changed from 10.2 to 12.3 bearing acres, while the 
plantings of other fruit remained relatively the same. 
Bearing apple trees utilized 72 percent of the total fruit 
bearing acreage in 1962 compared with 76 percent in 
1969. 


Yield of Fruit per Bearing Acre 


Apple yields on the farms studied in 1969 and 1962 
averaged 11.15 tons and 10.20 tons per bearing acre 
respectively (Table 7). It should not be inferred from 
this that apple growers did not sustain losses from the 
1968-69 winter freeze. Some producers had many trees 
killed or permanently weakened. Total apple production 
in the region, as reported by B.C. Tree Fruits Ltd., was 
below that of the 1962 year. 


1962 - Total apple crop 142,820 tons - processed 23 
percent 
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TABLE 4 — AVERAGE LIABILITIES PER BEARING 
ACRE ON OKANAGAN FRUIT FARMS, 1969 AND 
1962 


1969 1962 
Numbermotarariis ee wimncnci niet caucute tonne 5S 80 
BeaninGrachesteas ae rn am cere eee eer OY 14.9 14.2 
$ $ 
Per bearing acre 
— Beginning yeardebt ......... OZ 481 
SENG eatrdeDt tan «eben te vil ele 971 530 
Netiincreasejinidebti... ... 400. 5.40 - : 49 
Netidecreaseyin debt.y.iom, sie lal. eae 46 
Interestipalc ae. ems et a 56 24 
Proportion having outstanding loans % % 
— Farm Credit Corporation ...... 43 20 
—\eteransilzandsACtsus p.c0 tc aale are 1S 16 
— Farm improvement (bank) ...... 25 24 


1969 - Total apple crop 123,917 tons - processed 31 
percent 


Yields of other fruits were badly affected by the severe 
1968-69 winter temperatures (Table 1). Peaches and 
apricots were a total loss. Pear, cherry, plum and prune 
yields were greatly reduced, particularly in the northern 
half of the region. Many soft fruit trees were killed or 
permanently damaged, necessitating removal. 


Distribution of Apple Varieties 


In both 1969 and 1962, 71 percent of the apple trees on 
the farms studied were Delicious and McIntosh (Table 
8). By 1969 a change had occurred in planting trends, 
particularly as it affected five varieties. 


TABLE 5 — AVERAGE UTILIZATION OF LABOR 
PER BEARING ACRE ON OKANAGAN FRUIT 
FARMS, 1969 AND 1962 


1969 1962 
Numbemotetanms te. eens cence 57 80 
BearinGracnes mrt cck ttn shin. Pana 16.1 14.2 
1 1 
8-hr. days 8-hr. days 
Hired abot. seals: acres Attar 9.0 7.4 
LAA i ne 4.3 6.8 
FannilVilabOne ccc ene = els cae ete 1.8 3.5 
ODeratOime orate. cee lee 8 ay ons 15.8 20.5 
Total 8-hr. days per 
earing'aCne: ewe cecum < ce fo Tots aie 30.9 38.2 


18 hour days used as being more typical in orchard industry, 
Pickers — time estimated from average piece work earnings. 
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(a) The Delicious variety gained in importance by 
approximately 10 percent due in part to a rapid 
expansion in Golden Delicious plantings, while Mc 
Intosh numbers declined by about the same amount. 
Golden Delicious, being a relatively new variety, has 
appealed to the public, resulting in a growing demand, 
at least for the present. 


(b) Spartan tree numbers increased by about six 
percent, and Winesaps dropped by three percent, to a 
level forming only 3.3 percent of the total apple tree 
population. 


Average Yield and Prices Received for Five 
Apple Varieties 


Average yields per bearing acre in 1969 ranged from 9.2 
tons for Spartans to 11.6 tons for McIntosh (Table 9). In 
1962 McIntosh and Winesap yields averaged over 13 tons 
per bearing acre on the farms studied, while Red 
Delicious averaged only 6.5 tons. Golden Delicious and 


TABLE 6 — BEARING ACRES AND DISTRIBUTION 
OF FRUIT TREES ON OKANAGAN FRUIT FARMS, 
1969 AND 1962 


1969 1962 
Numbemoitarinsmes. ceeeeieeemenemen Sy// 80 
Acres 9% Acres % 

Abplesstasasry: cee see arise. ecm 1233" 76.4910.2997 1.9 
Pe@arsit iow... ree eters Nae aie 1.9 11.8 A Omid 
Peachesaat at: Bat oes see: hott 0.8 5.0 0.7 4.9 
ABSICOtISS nie, cae Lente eae tel hence c 0.2 lh 2 OLS S25 
Cherries ety. ees ees eo ee eee 0.7 4.4 0.7 4.9 
Pilani, (RUNS, Chine oo on pn oo do 0.2 eZ 0.5 3.5 
Motalsbeaningracnesusss en mae een 16.1 14.2 


Spartan yielded an average of a little over three tons per 
acre each. This was probably due to the fact that the 
trees of these two varieties were young and had not 
come into full production. Table 8 indicates a rapid 
expansion in the planting of Golden Delicious and 
Spartan apple trees between 1962 and 1969. 


In 1962, prices paid to growers favored the low yielding 
varieties of that year. McIntosh and Winesap were 
slightly over $1.00 per box, while the other three 
varieties ranged from $1.74 per box for Spartans to 
$2.34 per box for Golden Delicious. In 1969 Spartan 
apples suffered considerable spoilage loss as a result of 
“Spartan breakdown”. This consequently reduced the 
pooled producers’ prices to just under $1.00 per box. 
Winesaps, on the other hand, were losing in consumer 
popularity and were becoming an obsolete variety.(1) 
The pooled price averaged 57 cents per box. 
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TABLE 7 — AVERAGE YIELD OF FRUIT PER 
BEARING ACRE ON OKANAGAN FRUIT FARMS, 
1969 AND 1962 


1969 1962 
INUTANeIeCIIGIMINS sa 60 9a oo eh Oe 57 80 

tons tons 
ADDICS jc dae matie sea kone token 11.15 10.20 
ACYL ec, OREGON cree cS ar ae 1.42 5.49 
Peaches sergecnactc oe cots fn Shot ea danse — 8.41 
ADriCOtstrare! tence cher eae te _ 6.98 
CHELKICSA rama cece ee eealen aes 2.57 3.60 
Plunisramel Pius mamememr semen meme eel 5.42 7.45 


Apple Receipts and Interest on Capital 


Growers received an average of $1.34 per 40-lb. box 
(3.36¢ per Ib.) in 1969 compared with $1.46 (3.66¢ per 
Ib.) in 1962 for all varieties and grades marketed. In the 
study years, the calculated interest on farm capital used 
in the production of apples amounted to 52¢ and 19¢ 
per box. In other words, 39 percent of the apple receipts 
were required to pay the interest on capital in 1969 
compared with 13 percent in 1962. 


There was a negative operator’s labor income in 1969 of 
$344 per bearing acre (Table 2). Assuming the same level 
of production, it would require an average increase in 
apple prices of 62¢ per box (1.54¢ per Ib.) for the 
operations studied in 1969 to “break even” without 
allowing anything to the grower for his labor and 
management. 


TABLE 8 — DISTRIBUTION OF APPLE TREE 
VARIETIES ON OKANAGAN FRUIT FARMS, 1969 
AND 1962 


1969 1962 
INL SERGU TEMS 65 o 5 boo oe Be 57 80 
%o Jo 
Delicious— Redim. shes warren. cue 2a SON, 
—GOlden a tyies eee eed ole 15.3 2.6 
ICOM Ol. sn meena ole 0.3 4.2 
Total! Deliciouss,..e-t eee nee 47.8 SES 
Nic itoshibeean ee EEL ck ee ee PXPY TF) SICHYG) 
SPantaeme were robs 6 ee sasr otcutlen ques 20.7 14.5 
Winesdp es ee onr te 2a) a oe ae eh) 6.0 
NeWtonsta abet, tree inte een ce Mut 2 1.9 3.8 
Rome sie) et Bice: Peers ees 0.9 es 
Others?4;5 oh cast emaltieer Osaaay setts OT) 3.8 
HOtal aes Gees seh. Bao ets 100.0 100.0 


pp 


Whither the B.C. Fruit Industry 


Tree fruit production, which is mainly centered in the 
Okanagan region, is an important segment of the British 
Columbia agricultural industry. Although land may be 
lost from agriculture to alternative uses, it is anticipated 
that fruit growing will continue to be important. Total 
production will likely be maintained by better per acre 
yields, high density plantings and improved techniques. 


From 1961 to 1970, the provincial cash value of farm 
receipts averaged $173,000,000 with tree fruit con- 
tributing approximately 11 percent to the total.(2) The 
farm value of apples was about 69 percent of the total 
tree fruit output in the 10 year period. Of course, total 
production and price received per unit influenced the 
importance of tree fruit or apples to the total value of 
farm production in specific years. 


Apple production following the 1968-69 freeze resulted 
in smaller than normal crops in the succeeding two 
years. Production in 1971 was less than that of the 
previous year. Recovery of some trees from the freeze 
was prolonged and many trees had to be removed, 
particularly older ones that had been exposed to several 
bad frosts over the preceding years. In addition, the 
1971 set (pollination of the flower) was not good. It is 
anticipated that the 1972 production will have returned 
to a more normal level of 6.5 to 7 million boxes, as 
many of the more recently planted trees will be 
commencing to bear. New plantings have been pre- 
dominantly of semi-standard tree types. The total 
planted acreage of main varieties of apples in 1970, by 
tree size was:(3) 


TABLE 9 — AVERAGE YIELD PER BEARING ACRE 
AND PRICE RECEIVED FOR 5 IMPORTANT APPLE 
VARIETIES, OKANAGAN FRUIT FARMS, 1969 AND 
1962 


Average 
Average price 
yield received 
per bearing per 40-Ib. 
acre box 
1969 1962 1969 1962 
Nuimbenotitannmnsi sates) see 57 80 
tons dollars 
RediiDelicioust, faerie ete apt cee TH2 6:5" 1239" 1298 
Golden|DeliciloUSm .24mens aeneenee ee 11.4 3. Sil tome 22o4 
Melntosh = wae © Sato TEGe 1322 Sale Ome laS: 
Spartan ~esreretit set eee 9.2 3.2 0.90 1.74 
Winesapiese feck ence meee aes oes ft Ole oe4a O02 5)/ a. OG 
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Standard trees 63 percent 
Semi-standard trees 26 percent 
Semi-dwarf trees 9 percent 
Dwarf trees 2 percent 


Although apple growers continue to suffer from a 
cost-price squeeze, some improvement in per pound 
receipts to producers has occurred since 1969. On the 
average, the fresh domestic market utilizes 55 to 60 
percent of production, processing about 30 percent, and 
the export market the balance. The most important 
export buyer has been the United States followed by 
Hong Kong and South East Asia. The European and 
United Kingdom sales have been reduced to virtually a 
negligible quantity due to various factors. It should be 
noted that, even with increasing competition from 
foreign growers, the British Columbia apple crop has 
always been disposed of, and those in the industry are 
not unusually pessimistic about future sales opportu- 
nities. 


Peach trees, which were declining in numbers over the 
past several years, are again being planted. Roadside 
stands sell a large proportion of the crop, although the 
actual quantity is not known. About 25 percent of the 
peaches handled in 1971 by B.C. Tree Fruits Ltd., 
(normally 35 to 40 percent) was allocated to processors. 
In the southern part of the Okanagan, there are some 
new apricot tree plantings. In 1971, about 2,840 tons of 
the apricot crop was marketed through B.C. Tree Fruits 
Ltd., of which about 44 percent (a normal tonnage) was 
reserved for cannery use. A large 1972 cherry crop is 
anticipated. As a rule 15 to 20 percent (1971 - 12 
percent) of the cherries produced go to the canneries. 
The best of the Fancy pears are sold on the fresh 
market, and 35 to 40 percent of the total crop is usually 
processed. 


Summary and Observations 


1. Okanagan fruit farms studied in 1969 had an average 
operator’s labor income of $-344 per bearing acre 
compared with $152 in 1962. Factors associated with 
this marked reduction in earnings were: 


(a) reduced soft fruit income in 1969, because trees 
were killed or damaged by a December and January 
freeze; 


(b) low world prices for apples associated with below 
average quality for some apple varieties, particularly 
Spartan, which suffered spoilage losses in storage due 
to “Spartan breakdown”’. 
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(c) increased operating expenses in 1969, up 53 
percent from those reported in the earlier study. Hired 
labor typically reflected the increasing cost trend. 
Total days of paid labor was less in 1969 than in 1962, 
but total cost of paid labor was more because rate of 
wages had increased from an average of $1.20 to $1.85 
per hour. 


(d) increased interest charges from $135 to $380 per 
bearing acre, for farm capital as a result of investment 
changing from $2,696 to $6,311 per bearing acre. 
Competition for land for alternative uses, as industry, 
urban sub-division and recreational facilities associated 
with a growing residential and tourist population, has 
precipitated rapid increases in land values. 


2. On the farms studied in 1962 and 1969, bearing acres 
were 14.2 and 16.1 respectively. Apples utilized the 
additional land, increasing from 72 percent to 76 
percent of the total bearing fruit acreage. 


3. Although overall apple production in 1969 in the 
Okanagan was less because of frost damage, the farms 
studied in that year had an average apple yield of 11.15 
tons per bearing acre, or about | ton more than in the 
earlier study. The 1968-69 winter freeze greatly reduced 
soft fruit yields, with peaches and apricots being a total 
failure. 


4. Delicious and McIntosh apples in both study periods 
comprised 71 percent of the total tree numbers. From 
the information gathered it appeared that by 1969, 
Delicious, particularly Golden Delicious, and Spartan 
plantings were on the increase, while McIntosh was 
declining somewhat in importance. Winesap was dis- 
appearing due to obsolescence. 


5. In 1969, five apple varieties, namely Red Delicious, 
Golden Delicious, McIntosh, Spartan and Winesap, had 
yields on the farms studied ranging from 9.2 tons to 
11.6 tons per bearing acre. There was greater variability 
in the 1962 yield pattern, probably due to substantial 
recent plantings of Golden Delicious and Spartan not 
having reached maturity. 


In both study periods, there was pricing variability 
among varieties because of quantity of production, 
quality of fruit and consumer preferences. 


6. Growers on the farms studied received an average of 
$1.34 per 40 Ib. box for apples in 1969 and $1.46 in 
1962 per box. Interest on capital used in apple pro- 
duction amounted to 52¢ and 19¢ per box in the 
respective years. 
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7. Tree fruit production is an important segment of the 
British Columbia agricultural industry. Average value of 
tree fruit for the period 1961-70 inclusive was 11 
percent of total average cash farm receipts of 
$173,000,000 for the same period. The value of apples 
was 69 percent of total tree fruit production. 


8. Smaller than normal apple crops followed the 
1968-69 freeze for two years. It is anticipated that 
production in 1972 will approach 6.5 to 7 million boxes 
due in part to recently planted trees, primarily semi- 
standard types. 


9. Peach and apricot trees which were declining in 
numbers prior to the freeze and were badly damaged in 
the 1968-69 winter, are again being planted by growers. 
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The tourist roadside stand business has been an induce- 
ment to orchardists to maintain production of soft fruit. 
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POLICY AND PROGRAM DEVELOPMENTS IN CANADA 


AGRICULTURAL PRODUCTS MARKETING ACT 


(Manitoba Milk Order) 


The Milk Control Board of Manitoba is now authorized 
to regulate the marketing of milk produced in Manitoba 
in interprovincial and export trade. The Board has been 
granted the power to set levies or charges and to collect 
them from persons who are engaged in the marketing of 
milk. 


(Saskatchewan Milk Order) 


The Milk Control Board of Saskatchewan has been 
granted authority to regulate milk marketing in 
Saskatchewan, for both interprovincial and export trade. 
The power to fix and collect levies from persons engaged 
in the marketing of milk is also granted. As is the case in 
Manitoba, the levies may be used for creating reserves, 
paying expenses or making equalization payments to 
producers. 


(P.E.1. Vegetable Order) 


The P.E.J. Vegetable Commodity Marketing Board is 
authorized to regulate the marketing of P.E.I. turnips in 
both interprovincial and export trade. 


AGRICULTURAL PRODUCTS 
CO-OPERATIVE MARKETING ACT 


(Ontario Bean Producers’ Marketing Board) 


Under the terms of the Act, the OBPMB has agreed to 
market No. 1 Eastern Pea Beans and Yellow-Eye Beans. 
Initial payments will be $5.76 per hundredweight. These 
are the same initial payments as in the past three years. 


If subsequent payments bring total payments to over 
$9.10 for pea beans and $12.35 for yellow-eyes, the 
processors will receive seven percent of the excess and 
producers the remainder. 


CROP INSURANCE ACT 
(Crop Insurance Amendment) 


Negotiations have been completed between the federal 
government and Ontario adding crop insurance plans for 
beets and onions to the cost-sharing agreement. For 
purposes of this agreement “beets” means all beets other 
than sugar beets. 


COLD STORAGE ACT 
(Fruit Storage Assistance) 


The federal government has agreed to amend the Act to 
provide grants of up to $500,000 for new storage 
facilities for tender fruits in southwestern Ontario. Each 
grant will be contingent upon those building the storage 
contributing two thirds of the capital required. 


NATIONAL FARM PRODUCTS MARKETING 
COUNCIL 


Hearings were held across Canada in September “to 
inquire into the merits of establishing a national agency 
to regulate the marketing of eggs’ and to “review the 
marketing plan proposed by the Canadian Egg Pro- 
ducers’ Council.” 


It was the first set of hearings on the establishment of a 
national marketing agency for any farm product since 
Bill C-176 was passed by Parliament late last year. 


Alberta Feed Grain Marketing Information 


Exchange 


On August 1, the Alberta Grain Commission began 
operating a marketing information exchange for feed 
grain buyers and sellers. Headquarters are in Calgary 
with stations in Fairview, Edmonton, Vermilion, Red 
Deer, Calgary and Lethbridge. 


Prospective buyers and sellers telephone the closest 
station and give descriptions and prices of the required 
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or offered grain. Once initial contacts are arranged and 
made, it is up to the participants to make their own 
pricing and delivery agreements. 


John Channon, chairman of the Commission, says that 
the exchange is designed to channel non-quota feed grain 
into the province’s growing livestock industry and to 
reduce marketing costs for grain producers. Initial 
response has been encouraging and Mr. Channon expects 
the information exchange to be a permemant feature in 
Alberta grain marketing. 
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DEVELOPMENTS ABROAD 


Highlights from ‘“‘Spot News from Abroad’, the newsletter issued by the International Liaison Service of Canada 
Agriculture, in co-operation with the trade Commissioner Service of the Department of Industry, Trade and 


Commerce. 


Grains 


1972 U.S. Corn and Wheat Forecast 


The first official USDA estimate of the 1972 corn crop 
forecasts production at 4.9 billion bushels - down 11 
percent from the record 5.5 billion bushel crop of 1971. 
The main reason is a 10 percent cut in grain corn 
acreage. The crop will be short of the likely domestic 
and export demand of about 5.1 billion bushels. 


The total 1972 U.S. wheat crop is well short of 
prospective demand. Production is forecast at 1.5 billion 


bushels, down six percent from last year’s record 1.6 
billion bushels. 


Livestock 


Beef 


U.S. beef and veal production is expected to be above 
1971 levels this year. Cattle slaughter in the first half of 
1972 was up about one percent and is expected to 
increase moderately in the third and fourth quarters. 


Argentine cattle slaughter will be up at least 10 percent. 
Pasture was good in early 1972 and cattle will be 
marketed at heavier weights. 


EEC slaughter has recently been below year-earlier levels 
resulting in short supplies and sharp rises in producer 
prices. 


Hogs 


Production is down in Western Europe, the United 
States and Canada but large increases in Eastern Europe 
might push world pork production over the 1971 total. 
Sheep 


Australian sheep slaughter may increase 25 percent. 
Total Oceanic sheepmeat production is expected to 
increase slightly. 


World Beef Herd Expansion 


Herds in the U.S.A., Canada, Argentina and Australia 
increased by an average of 4.9 percent during 1971 - 
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over twice as fast as the previous year. Herds will 
probably increase faster next year. Australia, the world’s 
largest beef exporter in 1971, has expanded her herd by 
14.5 percent since 1966. 


Fruit and Vegetables 


Brazil - Record Orange Crop 


The orange crop in Sao Paulo, 70 to 80 percent of 
Brazil’s production, is forecast to reach 58.3 million 
boxes or 2.3 million metric tons - a 26 percent increase 
over last year. The crop increase coincides with a 30 to 
40 percent increase in processing capacity. Almost all of 
Brazil’s processed citrus juice is exported, 


Special Products 


New Zealand Wool Prices 


Wool prices reached a 20 year high in Aukland on 
August 11, 1972. The average price was estimated at 
NZ$0.95 per kilo - more than double last year’s price. 


General 


Occidental - U.S.S.R. Fertilizer Deal 


According to the Washington Post, the Occidental 
Petroleum Corporation in the U.S. is on the verge of 
closing a 20 year agreement with the Soviet Union for 
the sale of fertilizer chemicals potentially worth $3 
billion. 


The fertilizer deal is the largest contract to come out of 
a general commercial agreement reached in early July. 
The agreement called for general co-operation in five 
areas - fertilizers, metal processing, oil and gas explora- 
tion in Siberia, hotel construction and a world “trade 
centre” in Moscow - but left the details to be worked 
out in specific contracts. 


increase in Irish Silage Production 


To feed their expanding cattle herd, the Irish have 
increased silage production ten-fold in the past eight 
years. Commercial cattle ration sales and production 
have slumped drastically. 
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PUBLICATIONS 


ECONOMICS BRANCH PUBLICATIONS 


The Application and Distribution of Serial Spraying in 
Canada 1971. L.E. Philpotts, Economics Branch and R. 
Papillon, Canadian Transport Commission. 14p. Tables, 
maps. Ottawa, 1972. 


AGRICULTURE CANADA PUBLICATIONS 
Agriculture 


Available from Information Division, 
Canada, Ottawa, Canada, K1A 0C5S 


Combine Operation and Adjustment. O. Friesen, Agri- 
cultural Engineer, Manitoba Department of Agriculture. 
Published by agreement by Agriculture Canada. 30p. 
Illus. Free. Ottawa, 1972. Pub. No. A73-1464. 


Canadian Agricultural Insect Pest Review. Scientific 
Information Section, Research Branch. Vol. 48, 1970. 
Summary of infestations, occurrences, and damage in 
1970. 45p. Maps. Free. Ottawa, 1972. Pub. No. 
A47-2/48. 


GOVERNMENT OF CANADA PUBLICATIONS 


Available from Information Canada, 171 Slater Street, 
Ottawa, K1A O0S9 


Canadian Commercial Corporation, annual report 
1971-72. Department of Supply and Services. English 
text, 14p. Tables, chart. Bilingual. Free. Ottawa, 1972. 
Pub. No. PB1-1972. 


Directory of Publications. A cross-referenced list of 
Industry, Trade and Commerce publications. 27 p. Free. 
Ottawa, 1971. 


Industry, Trade and Commerce Annual Review 70-71. 
24 p. Charts, photos. Free. Ottawa, 1972. 


NRCL-71. Activities, publications and personnel of the 
various laboratories of the National Research Council in 
1971. 139p. Map, photos. Copies available from NRC, 
Publication Sales and Distribution, Montreal Road, 
Ottawa, K1A OR6. 


STATISTICS CANADA PUBLICATIONS 


Available from the Publications Distribution Unit, Sta- 
tistics Canada, Ottawa, Canada, K1A OT7 
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Flour and Breakfast Cereal Products Industry. 13p. 
Tables. Bilingual. S5O¢ per copy. Ottawa, 1972. Pub. No. 
CS-32-228/1970. 


Leaf Tobacco Acreage, Production and Value. 3p. 
Tables. Bilingual. 25¢ per copy. Ottawa, 1972. Pub. No. 
CS22-205/1971. 


FAO, OECD AND UN PUBLICATIONS 
Available from Information Canada 


Agricultural Trade in Europe. Part I: Recent Develop- 
ments in the Trade in Agricultural Products in Europe. 
Part Il: The European Market for Fruit and Vegetables. 
135p. Tables. Price: U.S.$2.85. New York, 1972. Pub. 
No. ST/ECE/AGRI/42. 


Prices of Agricultural Products and Fertilizers in Europe 
1970/71. Part A: Western European Countries. Part B: 
Eastern European Countries. 153p. Tables. Price: 
U.S. $3.50. New York, 1972. Pub. No. ST/ECE/AGRI/41 


World Animal Review No. 1. A new quarterly journal 
devoted to world developments in animal production, 
animal health and animal products. 48p. Tables. photos, 
charts, maps, pub. list. FAO, Rome, 1972. 


OTHER PUBLICATIONS 


Summary of Ontario Farm Management and Accounting 
Project 1971. Prepared by the School of Agricultural 
Economics and Extension Education in co-operation 
with the Extension Branch of the Ontario Ministry of 
Agriculture and Food. Contains a summary of the 
business analysis of approximately 320 Ontario farm 
records for 1971. 35p. Tables. Guelph, June 1972. Pub. 
No. AE/72/9. 


An Economic Appraisal of the Market for Ontario 
Flue-Cured Tobacco. H.B. Huff, B.B. Perkins and S.M. 
Smith. 8lp. Tables, graphs, bibliography. School of 
Agricultural Economics and Extension Education, Uni- 
versity of Guelph. Guelph, July 1972. Pub. No. 
AE/72/8. 


1972 Industrial Milk Producer’s Guide. C.H. 
McNaughton and Peter M. Herner. Animal Industry 
Branch, Manitoba Department of Agriculture. 15p. 
Tables. Winnipeg, 1972. Pub. No. 534. 
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IN REPLY TO AUTHORS AND EDITORS REGARDING OCTOBER 72 
CANADIAN FARM ECONOMICS 


I have read the following article(s): 
(1) Dairy Price Support in Canada, 1962-1972 
(2) Canadian Hog Prices Within a North American Market 


(3) Perspective on the Canadian Sheep Industry 
(4) Costs and Returns on Fruit Farms 


My comments are on article number 


This article was: not useful —— ; eee re VELY: useful. 


1 2 3 4 5 6 7 8 9 10 


Because (e.g., The most important economic and social factors were studied. The work was well documented and the 
conclusions were useful to me). 


Beefs Bouquets (Suggestions to authors, publications committee and editors) 

My comments may ( ) may not ( ) be used in a future issue of this publication if the editor wishes. 

Biv (flcasespiiiit) ay acer te ps tres ene eek OGcUpations. Wer ehovs eee ee men rat Pa tee ean 
1 DIDS SSIS. ARO ce Se eee cs ego eel nata meth ee Ann en nem ter aA PRON RM Ren eso us gee Mae Re mE ar ee ARTF 


Please place this sheet in an envelope and address it to: 


IN REPLY, 

Att: John McConnell, 

Economics Branch, 

C.D.A., Sir John Carling Building, 
OTTAWA, Ontario, K1A OCS 
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CANADIAN FARM ECONOMICS 


IN REPLY 


As of today (December 18), thirty letters have been 
received from the readers of this publication since I 
wrote to you in the last issue. That is encouraging! To 
each one of you, who have taken the time and trouble to 
reply, I would like to say thank you for your suggestions 
and comments. I would also like you to know that each 
author receives a copy of your reply so that he may have 
the benefit of your ideas and act upon them when he 
believes that it is necessary. 


What are most readers saying in their letters of 
reply? Here is a condensed version of their comments: 


* The sections in the publication on the abstracts, 
the Policy and Program Developments in Canada 
and the Publications section are very popular. 

* Some readers would like to see articles by 
economists who are not employees of the 
Economics Branch of Agriculture Canada. 

* The article on Dairy Price Support in Canada 
received a number of compliments. More articles 
on this subject were suggested. In this issue we 
have an article on this subject by Dr. Mestern. 

* It has been suggested that there be one or more 
articles on rural life and the problems of adjust- 
ment out of agriculture. 

* The article on the Costs and Returns on Fruit 
Farms brought encouraging comments. 

* Other letters suggested articles on the effective- 
ness of co-operative farms to relieve the economic 
crisis in agriculture and the use of computer 
services on the farm. We also received suggestions 
to make greater use of charts and graphs and to 
start a section for a forum for debate and for the 
exchange of views and information. 


You will see further details for replying to articles in 
this issue on the last page. Your comments are welcome. 


So long for now. 


J.J. McConnell, 
Managing Editor. 
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AGRICULTURAL FINANCE SITUATION 
AND OUTLOOK OBSERVATIONS 


R.S. Rust* 


The slow down in the flow of credit into agriculture 
which became very evident in 1968 did not change 
significantly until late in 1970 when monetary restric- 
tions were eased. Although a 3.2 percent increase in flow 
occurred in 1970, the total credit extended was still 
slightly lower than in 1967. Improved economic 
prospects for agricultural products (especially western 
grains), increased money supply, and the easing of credit 
conditions resulted in a large amount of short-term 
credit being extended. The 17.9 percent increase in 
farm credit in 1971 was the largest ever recorded. The 
increase in flow for 1972 may be even greater. In the 
early part of 1973 this rate of increase is likely to 
continue but toward the latter part of the year a slight 
decline towards the more normal increase of 11 to 12 
percent per year may occur. 


In 1967, 1968, 1969 and 1970 an estimated $2,270 
million, $2,177 million, $2,169 million and $2,240 
million respectively of credit in various forms was 
extended to farmers from all known sources. The 


*Dr. R.S. Rust has been an economist with Agriculture Canada 
since 1959. In reviewing the current situation and outlook on 
farm financing in this article, Dr. Rust draws special attention to 
interest rates, the length of intermediate — term loans and the 
income tax paid by farmers. In his article, Dr. Rust includes 
some of his outlook observations on agricultural finance. 


“There is a growing confidence on both the part of 
farmers and credit suppliers in the improved economic 
prospect for agricultural products.” 


“The fact that it is the larger farms that use the most 
credit indicates that the extent of financing required in 
agriculture will continue to increase.” 


“The amount of long-term loans to farmers is expected 
to be as great or even greater than in 1972, with a trend 
away from a concentration of loans in the short-term 
range. “” 


“It is expected that interest rates will be from one-half 
of one percent to one percent higher in 1973 than in 
19724 


increase to $2,641 million extended in 1971 (Table 1) 
for the most part appears to have been largely used for 
the re-payment of credit received during the 1968 to 
1970 period. Arrears in long-term loan payments were 
consolidated and short-term loans taken out in 1969 and 
1970 to cover debts and necessities were, in many cases, 
repaid during 1971. The outstanding feature of the 
credit extended to farmers in the 1967 to 1971 period 
was the very noticeable increasing proportion each year 
that was in the short-term category. In 1967, 16.7 
percent of all credit extended was in the long-term 
classification whereas by 1971, only 7.8 percent of the 
total was in this category. While the percent of total 
credit in the intermediate-term range of 18 months to 
ten years only decreased from 22.2 percent to 20.0 
percent, short-term credit increased from 61.1 percent in 
1967 to 72.2 percent in 1971. Many reasons can be 
given for this shift. Suppliers of credit tend to state that 
it was caused by a lack of demand for longer term credit, 
while many farmers claim the main reasons were a lack 
of supply and the conditions associated with the supply. 
Between 1967 and 1970 it was evident that supply 
conditions and unencouraging economic prospects for 
certain agricultural products both contributed to the 
change. In Western Canada, during 1968 and particularly 
during 1969 and part of 1970, farm income on many 
farms was not sufficient to meet current operating 
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expenditures and living costs and at the same time allow 
for the re-payment of loans and the overdue payments 
on credit received from supply companies. The result 
was a further increase in short-term loans and an 
extremely large proportion of farm security being put in 
creditors’ hands. This partly explains why in 1971, the 
proportion of long-term credit continued to decline in 
spite of a significant increase in the total amount of 
credit used by farmers. The extensive increase in the 
amount of long-term loans in 1972 will not greatly 
increase the overall proportion in this category. 
However, the start of a reversal of the trend away from 
such a concentration in short-term credit indicates that 
the most pressing debts have been repaid and that there 
is a growing confidence on both the part of farmers and 
credit suppliers in the improved economic prospects for 
agricultural products. 


The degree of change in the composition of the types of 
credit received by farmers is more easily identified by 
the data in Table 3 than it is in Table 1. However, the 
data in these Tables do not reflect the apparent lack of 
supply or demand for credit in the five to ten year range 
of the intermediate-term category. FILA loans are 
estimated to have an average term of approximately 
three years. Relationships between credit extended and 
credit outstanding on Industrial Development Bank 
loans to farmers suggest an average term of less than five 
years. Supply company credit is for the most part well 
below an average of three years with machinery 
companies providing the longest terms. Credit Unions, 
although involved in mortgage loans within the 
intermediate-term range do not apparently have a very 
large proportion that would exceed three years. The 
length of bank loans associated with land purchases is 


not known but the amount in this category is relatively 
small and it appears unlikely, based on other credit 
activity in the agricultural credit field, that such loans 
are for an average period in excess of five years. The 
only major credit supply source in the intermediate 
range of from five to ten years appears to be private 
individuals comprised mostly of former farm owners. 
The need and desires of former farmers, as they 
progressively move to larger towns and cities in order to 
fulfill their objectives, are expected to increase their 
demand for larger down payments on the farms they 
sell, and for shorter terms on the remaining balances. If 
this view is correct, it means that fewer long-term loans 
from this source may be expected in future. 


The growing provincial interest in the guaranteeing of 
livestock loans to farmers through banks and other 
credit institutions for terms of from five to ten years 
suggests that the needs of farmers in this area may not 
have been met in the past. However, until it is evident 
that credit for such purposes is available in quantity to 
farmers for such time periods, it will be difficult to 
assess the extent of that need. Unlike long-term loans 
from provincial sources, very little, if any subsidization 
is involved. 


As might be expected, data on farm debt (Table 2) do 
not as sharply reflect the changes that occurred in farm 
financing during the 1967 to 1971 period as do the data 
on credit flow into agriculture. In 1967 an estimated 
$3,951 million was outstanding on farm accounts. By 
1971 this had steadily increased to $4,714 million. The 
cost of this credit increased from an estimated $340 
million in 1969 to $356 million in 1970 and further 
increased to $364 million in 1971. While the average 


TABLE 3 — ESTIMATED PERCENT OF FARM CREDIT EXTENDED AND OUTSTANDING BY LENGTH OF 


TERM, 1960 TO 1971 INCLUSIVE. 


Farm credit extended 


Farm credit outstanding 


Year Long Intermediate Short Long Intermediate Short 

term term term term term term 

percent of total 

NO GOs ene cine fant 11.9 PA Ve) 66.8 29:9 36.6 33.5 
TASTES es tte he hoe sa ee tes 12.0 20.2 67.8 31.5 35.0 Sa 
NG G2 ren cise serine cuales MEG 20.2 68.2 32:3 34.0 Sou 
1OG3 eee ene 11.9 21.1 67.0 SoZ 33.6 3o:2 
NOGA eee sey tse 21.6 64.7 34.5 33.8 Silat 
Te Isoy a er a cet oii seme 15.7 23.4 60.9 36.3 34.2 Zoits 
HOGGIES Peon. 17.0 23.6 59.4 38.5 34.0 Zed 
NOG 7 age eo fe 16.7 222 61.1 39:5 32.9 2126 
19 OS eet Co lice sop soo 14.6 14.3 ANA 41.7 28.0 30.3 
VOCS eee ness Lies 19.2 69.5 40.6 27.4 32.0 
O70: Sean ticrerte sas 8.8 18.8 72.4 41.4 26.3 32.3 
Ua haieno tachi Aan 78 20.0 W252 39.8 26.5 33.7 
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TABLE 4 — ESTIMATED NUMBER OF FARMS, FARM RECEIPTS, FARM EXPENSES, NET FARM INCOME, 
REALIZED NET FARM INCOME, FARM CREDIT EXTENDED, FARM CREDIT OUTSTANDING AND 
AVERAGE ANNUAL CHANGES, CANADA 1960 TO 1971. 


Net Realized Farm Farm 

Year Number Farm Farm farm net farm credit credit 
of farms receipts@ expenses? income® income® extended? out- 
standing? 
millions of dollars 

1960 eee ae 497 822 2,812 2,036 1,196 1,128 1,030 1,583 
VO GA? roe ep-cea eee 479,125 2,924 2,072 922 1,195 1,150 1,785 
S625 nce ene 469,058 3,182 22071 1,526 U pe 1,288 2,018 
NOG Sierras ache hae at. 458,991 S25 2,362 1,521 1,219 1,461 2,298 
TOGA reo saree 448,924 3,504 2,509 1,292 1,378 1,642 2,613 
WISN S op hee oan ls 438,857 3,819 DGC 1,567 1,519 1,863 3,004 
19660 &) 2. eae 428,794 4,295 2,994 1,949 1,744 2,022 3,444 
HIS ISA rie on kanoe. eee 416,049 4 383 S224 1,475 1,626 2,270 3,951 
1IGS i. cera 403,304 4,364 3,351 UAT/VO 1,505 ATT 4,105 
NS] Sho Peirce anata one 390,559 4,200 3,443 1,564 1,274 2,169 4,425 
UOTOTS ages 2 377,814 4,197 3,504 1,274 1,209 2,240 4,481 
Oc Seer ese eet ee 365,068 4,513 3,661 1,594 1,360 2,641 4,714 
Period Change percent 
US GOO arencre 
197 ieee: =26,7 +60.5 +79.8 +33. 420.6 +156.4 +197.8 
HOGS Omeaeaa ee 
Koy A PRR Se elec -16.8 +18.2 +35.0 =m lag) 10.5 +41.8 +56.9 


9 Excluded Newfoundland, Yukon and Northwest Territories. 


D includes all of Canada. 


Sources: Farm Cash Receipts, Cat. No. 21-001, Annual, Statistics Canada. 
Farm Net Income, Cat. No. 21-202, Annual, Statistics Canada. 


interest rate on all credit used by farmers decreased from 
9.9 in 1970 to 8.9 percent in 1971, the decrease would 
have been even greater had it not been for certain 
sources maintaining rates at or near previously existing 
levels. In contrast to this, the interest rate on farm debts 
only decreased by 0.2 percent due largely to the 
extensive amount of short-term credit obtained in 1969 
and 1970 at very high rates. 


It has been noted that the average interest rate on credit 
to farmers in 1971 was 8.9 percent. The average on 
long-term, intermediate-term and short-term credit was 
6.8, 8.3 and 9.3 percent respectively. The prime bank 
rate in 1971 decreased from 7.5 percent to seven percent 
on January 15, to 6.5 percent on March 1, to 6.25 
percent on October 25, and to 6.0 percent on November 
1 and has remained at this level throughout 1972. Bank 
officials estimate that the prime rate applying on all 


agricultural loans probably averaged about 8.17 percent’ 


in 1970 and 6.48 percent in 1971. The estimated 
additional bank charges on loans to farmers varied from 
1.5 to 2.5 percent above these rates. The changes in rates 
during the 1969 and 1970 period can not be adequately 
related to the amount of agricultural credit extended 


during a specific period within a given year. The average 
interest rate on credit extended to farmers in 1970 and 
1971 respectively varied from 7.7 to 6.8 percent on 
long-term credit, from 9.4 to 8.3 percent on 
intermediate-term credit and from 10.3 to 9.3 on 
short-term credit. The average rates of 4.2 and 3.8 
percent for 1970 and 1971 on loans from provincial 
credit agencies in most cases reflected extensive subsidi- 
zation. These averages were particularly affected by the 
amount of loans and heavily subsidized rates which 
applied to Quebec. Since rates applying to FCC and 


-FILA loans are based on average yields during a previous 


six month period of the Government of Canada bonds 
maturing in from five to ten (FCC) and one to ten 
(FILA) years plus an operating margin and are only 
changed twice a year, they were generally lower in 1970 
and 1971 than other rates. While bank officials reported 
that prime rates averaged 8.17 percent in 1970 and 6.48 
percent in 1971, the Alberta Treasury Branches reported 
that their prime rate was and had been consistently 
lower than the prime rate of banks by nearly one-half of 
one percent and, that in most cases during the 1968 to 
1971 period the additional charge over their basic rate 
on agricultural loans had been kept close to the one 
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TABLE 5 — ESTIMATED NUMBER OF FARMS, AVERAGE FARM RECEIPTS, EXPENSES, NET INCOME, 


REALIZED NET INCOME, CREDIT, CREDIT USED AND DEBT, CANADA 1960 TO 1971. 


a 


Average Average 
Year Average Average Average realized farm Average 
Number farm farm net farm credit farm 
of farms? receipts@ expenses? income? income? received? debt 
dollars per farm 

NOOO ps aeons. 497,822 5,649 4,090 2,402 2,266 2,061 3,168 
WIG Ieee ey et cet 479,125 6,103 4,324 1,924 2,494 2,391 3,712 
WIO2eeen treats se 469,058 6,784 4,705 3,253 2,840 2,736 4,286 
IGS Rehan neece. 458,991 7,004 5,141 3,314 2,656 3,171 4,988 
NOGA ater ae tte 448,924 7,805 5,589 2,878 3,070 3,643 5,798 
VOG5 ere ents 438,857 8,702 6,180 3,571 3,461 4,228 6,818 
WI6Ge ees cue 428,794 10,016 6,982 4,545 4,067 4,697 8,000 
LOG Taree gus kare 416,049 10,535 7,742 3,545 3,908 5,456 9,460 
1968 Seeks cries 403,304 10,821 8,309 4,240 3,732 5,378 10,142 
RTS} as wen Fae 390,559 10,754 8,816 4,004 3,262 5,535 11,292 
(SW AO aes ee reaae 377,814 11,109 9,274 3,372 3,200 5,910 11,823 
USHA saan eee 365 ,068 12,362 10,028 4,366 3,725 Te2NS 12,875 
Period Change percent 

1960 to 

A OI7ilieee were ey 5 a: SPAS) +H118.8 +145.2 481.8 +64.4 +250.0 +306.4 
1965 to 

WAG ane ae -16.8 +42.0 +62.3 +9233 +7.6 +70.6 +88.8 


9Excludes Newfoundland, Yukon and Northwest Territories. 
PD Averages based on estimated total number of farms in Canada. 


percent level. The difference in the prime rates of the 
two types of institutions is not easily explained. 


In the Prairie Provinces there are indications that some 
credit unions may have made a special attempt to keep 
rates on farm loans as low as possible during 1969 and 
1970. While the average rate on credit union loans to 
farmers was only slightly affected by the rates on the 
small number of FILA loans they extended, the average 
rate on farm loans made by Caisses Populaires was signi- 
ficantly affected by the low net rates resulting from 
Quebec Farm Improvement Loan subsidies. Little is 
known concerning the average rates charged on mortgages 
by former farm owners but fragmentary evidence suggests 
that while the usual lag behind prevailing rates continues 
to exist, the scarcity of money, the high prevailing credit 
rates and increases in living costs during 1968 to 1970 
may make the interest rate lag shorter in the future. In 
the rates shown in Table 1 very little allowance and in 
many cases, no allowance, was made for hidden charges 
such as interest charges which are paid in advance of 
receiving loans. 


While the number of farms in Canada decreased by 
about 15 percent between the census years of 1966 and 
1971, there was only a decrease of 2.6 percent in total 
area farmed. However, there was an increase of about 
6.2 million acres in land rented by farm owners. The 
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number of farms with sales over $10,000 increased from 
22 percent of the total number of farms in 1966 to 31 
percent in 1971. At the same time, the number of farm 
reporting sales under $5,000 decreased from 237,857 to 
170,047, a decrease of 29 percent. During the census 
year 1966, the realized net farm income of farmers was 
$1,744 million. This dropped to $1,626 million, $1,505 
million, $1,274 million and $1,209 million in 1967, 
1968, 1969 and 1970 respectively and then increased 
slightly to $1,360 million in 1971’. While credit 
extended to farmers increased in 1967, it decreased the 
following year and did not exceed the 1967 level until 
1971. Credit statistics would appear to indicate that 
while a considerable number of farms were purchased 
and added to existing farms during the early part of the 
intercensus years, the land taken out of agriculture and 
the increase in land rented by farm owners mostly 
occurred between 1968 and the mid-summer of 1971. 


1 Based on preliminary results from the 1972 Agricultural 
Enumerative Survey, off-farm income of all members of farm 
operators families (including all persons related to the operator 
who lived in his dwelling plus persons temporarily away at 
school) amounted to $1,546 million in 1971. The average was 
$4,200 per census farm. This does not mean, however, that this 
amount was available to farm operators, Over one-half of the 
off-farm income represented wage and salary earnings. About 
one-half of census farm operators reported some wage and salary 
earnings in 1971. 


TABLE 6 


— ESTIMATED TOTAL FARM RECEIPTS, FARM EXPENDITURES, NET FARM INCOME, 


REALIZED NET FARM INCOME, FARM CREDIT EXTENDED AND FARM CREDIT OUTSTANDING FOR 
FARMS HAVING $5,000 OR MORE IN SALES IN CENSUS YEARS 1961, 1966 AND 1971. (a) 


Census Number of Farm Farm Net Farm Realized Credit Credit 
Years farms (b) receipts expenses income net farm extended outstanding 
(c) (c) (c) income (c) (d) (d) 
— Millions of Dollars — 
hele} Pleecececmcne es 140,057 2199 1558 693 899 865 1342 
OGG eee eettes 191,666 3801 2650 1725 1543 1789 3048 
CHAT ect chai ane 195,061 4156 3372 1468 1252 2432 4342 


(a) Represents 75.8 percent of 1961, 88.5 percent of 1966 and 92.1 percent of 1971. Financial data shown in Table 5, for derivation 


see text. 


(b) Excludes Newfoundland, Yukon, Northwest Territories, Institutional farms and farms with less than $5,000 in sales of farm 


products. 
(c) Excludes Nesfoundland. 
(d) Includes all Canada. 


The significant increase in long-term credit, as well as 
some increase in credit in the intermediate-term range in 
1972 may be reflected in the purchase of some of the 
increase in the rented land that was indicated by the 
1971 census. This is expected to result more from the 
need of former farmers to get as much capital as possible 
out of their farm investment than from a strong desire 
for ownership by the present operators. The movement 
of former farmers to urban areas, the cost of new homes, 
costs of adjustment, high costs of living and retirement 
needs are steadily increasing. These, in turn, signify that 
a decreasing proportion of former farmers will be willing 
to rent their land if there is any possibility of selling it. 
The increasing costs of urban living also are expected to 
result in former farmers asking for shorter repayment 
terms. The experience of those farmers who relied on 
farm rental income during the 1969 to 1971 period 
when realized net farm incomes were so low, is expected 
to dampen any desire of farmers currently thinking of 
quitting farming to rent their land. These factors and the 
fact that it is the larger farms that use the most credit all 
indicate that the extent of financing required in agricul- 
ture will continue to increase. 


In Table 4, data are presented which indicate relation- 
ships between credit, farm receipts, expenditures, farm 
income and farm credit for the period 1960 to 1971. 
While not entirely comparable to census data, the extent 
of change indicated in each of these items between 1966 
and 1971 does account, in a large part, for the changes 
in agriculture that were revealed by the 1971 census. 


In Table 5, the data are the result of converting national 
data in Table 4 to dollar averages per farm. The average 
farm had $12,362 in farm receipts in 1971, $10,028 in 
farm expenses and $3,725 in realized net income but at 
the same time each farm borrowed $7,213 during the 


year and at the end of the year had $12,875 in debts. 
Since it has been previously indicated that 170,047 
farms reported farm product sales of less than $5,000 in 
the 1971 census and since it is well known that most 
small farms do not receive extensive credit, it is apparent 
that the data shown in Table 4 and Table 5 would be 
considerably more representative of commercial farms, if 
the data that applies to these small farms were deleted. 
Unfortunately there is no precise way of doing this. 


Using census data on farm receipts in each sub-range 
below $5,000 and the corresponding number of farms in 
each sub-range it is possible to estimate the approximate 
amount of cash receipts received by each sub-range 
group. In the present calculation instead of using the 
mid-point (50 percent) of the farm receipt sub-ranges in 
all categories below $5,000, the 60 percent point was 
used. This point was used as the representative amount 
received by each farmer in each sub-range to obtain an 
estimate of the total cash receipts of farmers having 
product sales below $5,000. When institutional farms 
were excluded from the 365,068 farms indicated for 
1971 in Table 4, it was estimated that 169,231 farms 
received 7.9 percent of the total 1971 receipts. When the 
same technique was applied to 1966 statistics, 236,351 
small farms received 11.5 percent of total farm receipts. 
When it was applied to 1960, 338,254 farms received 
24.2 percent of such receipts. Therefore it can be 
assumed that farmers having over $5,000 in farm sales 
received 92.1, 88.5 and 75.8 percent of total farm 
receipts in 1971, 1966 and 1960 respectively. These 
percentages were then applied to monetary data in Table 
4 to derive the estimates applying to farms having sales 
of over $5,000 (Table 6). The derived estimates indicate 
that for 1971, 195,061 farms received $4,156 million in 
farm receipts, $1,252 million in realized net income and 
had $4,342 million in farm debt. The significance of the 
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TABLE 7 — ESTIMATED AVERAGE FARM RECEIPTS, FARM EXPENDITURES, NET FARM INCOME REALI- 
ZED NET FARM INCOME, FARM CREDIT EXTENDED AND FARM CREDIT OUTSTANDING FOR FARMS 
HAVING $5,000 OR MORE IN SALES IN CENSUS YEARS 1961, 1966 AND 1971 (a). 


Census Number of Farm Farm Net Farm Realized Credit Credit 
years farms receipts expenses income net farm extended Outstanding 
income 
— Dollars per Farm — 
196 ieee ae tis 140,057 15,701 11,124 4948 6419 6167 9568 
TICG MN ta acoso 191,666 19,831 13,826 9000 8050 9323 15,884 
UIA ao Peyronie aan 195,061 21,306 17,287 7526 6418 12,452 22,232 
(a) Averages per farm are derived from data in Table 7. 
TABLE 8 — THE RATIO OF FARM DEBT TO FARM INVESTMENT, CANADA 1960 TO 1971. 
Debts as a 
Investment percent of 
in farm real estate Estimated Debt as a 
real estate, machinery, total percent 
Farm machinery and livestock investment of total 
Year Debt and livestock? investment of farmers? investment 
millions of dollars millions of 
dollars 
USTESO): iy 25. ivl eer a ee i 1,583.0 12,680.0 12.5 14,088.9 ie 
LOGI preemie. Comer cite sec. se 1,785.1 13,159.2 13.6 14,621.3 1222 
NOO2M eee Wawa Petononseecos ae tie shane 2,017.8 13,669.7 14.8 15,188.6 1353 
else tele a ocho ere ate Seana 2,297.6 14,508.5 15.8 16,120.6 14.2 
eToys cat aay Sy aed ery ae oe eee eee ee 2,613.3 15,744.1 16.6 17.493.4 14.9 
UGIES 48 Sole aes eee eee 3,004.4 17,217.8 17.4 19,130.9 15.7 
(LISS 2 +a Ae Ree 3,444.2 19,062.7 18.1 21,180.8 16.3 
1G (eee een os se Gk 3,950.7 20,952.6 18.8 23,280.6 17.0 
NOGS mere cae ee liens w beus. Gied rs 4,104.8 22,452.4 18.3 24,947.1 16.4 
HOGS Bret ae eh ee pice, 2 con aoe, 4,424.8 23,356.3 18.9 25,951.4 17.0 
UFAG) cea Bee aca Sacer een 4,480.7 23,733.9 19.1 26,037.7 ide: 
LISIAL baa, tc 2 vow ea SRD Go CCE 4,714.3 23,684.1 19.9 26,315.7 17.9 


4Source: Quarterly Bulletin of Agricultural Statistics, Cat. No. 21-003, Dominion Bureau of Statistics. (Excludes Newfoundland, 


Yukon and Northwest Territories.) 


DNinety percent of total investment is estimated to be in farm real estate, machinery, equipment and livestock, and ten percent in 


other investments. 


new estimates became more apparent when the data in 
this Table were converted to averages per farm (Table 7) 
and then compared with similar data in Table 5. While 
data in Table 5 show average receipts for all farms to be 
$12,362 in 1971, the data in Table 7 indicate that for 
those farms having sales of $5,000 or over, average farm 
receipts were $21,306. Similarly farm expenses changed 
from an average of $10,028 to $17,287, realized net 
farm income from an average of $3,725 per farm to 
$6,418, credit extended from $7,213 to $12,452, and 
farm debt from $12,875 to $22,232 per farm. While 
undoubtedly a much more precise measurement can be 
developed to determine the probable amounts that apply 
to each financial item in Tables 5 and 7, these data 
provide a rough approximation of what may be expected 
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when data on farm receipts, farm expenditures, farm 
income and credit for the larger farm can be adequately 
separated from that which applies to all farms. 


In Table 6 and 7, it was estimated, omitting farms in 
Newfoundland, the Yukon, the North-West Territories 
and institutional farms that there were 140,057 farms in 
1961, 191,666 farms in 1966 and 195,061 farms in 
1971 that had farm sales of $5,000 or over. Assuming 
these farms would be the most likely to pay income tax 
and recognizing that the variability of farm incomes and 
expenditures would eliminate many farms in specific 
years, it is of interest that 74,469 farmers filed taxable 
returns in 1961, 145,828 in 1966 and 116,084 in 1970 
(1971 data not available). 


The ratio of farm debt to farm investment increased less 
between 1969 and 1970 than in any year since 1960. In 
contrast, the ratio for 1971 of 17.9 percent represented 
an increase of 0.7 percent over the previous year. This in- 
crease had not been exceeded since 1966 (Table 8). While 
the ratio of 17.9 percent appears relatively low, the actu- 
al ratio that applies to the larger commercial farmer is 
probably not well represented by this statistic. From the 
findings in Tables 6 and 7, it appears that a significantly 
different ratio would be obtained if it were possible to 
adequately segregate debt and investment data 
pertaining to these farms. 


In 1961 farmers had a total income tax payable of $27.0 
million on a total assessed income of $324.3 million 
which included $263.9 million in farm income, $27.3 
million in wages and salaries and $12 million in bond 
and bank interest. Taxable income assessed was $168.9 
million. By 1966 the total tax payable on 145,828 
returns was $73.7 million on a total assessed income of 
$759.1 million which included $614.1 million in farm 
income, $73.0 million in wages and salaries and $28.9 
million in bond and bank interest. The total taxable 
income assessed was $396.8 million. While the income 
tax paid by 116,084 farmers in 1970 was nearly 
identical to that paid by 145,828 farmers in 1966, the 
amount reported for salaries and wages increased con- 
siderably. For 1970 the total income tax payable by 
farmers was $72.6 million on a total assessed income of 
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$610.2 million which included farm income of $413.6 
million, $83.8 million in wages and salaries and bond 
and bank interest of $56.7 million. The total taxable 
income assessed for this year was $329.7 million while 
the total assessed income on the 160,682 taxable and 
non-taxable returns was $774.4 million? . 


The extent to which farmers use credit to pay taxes is 
extremely difficult to determine. At the municipal level 
it has, at various times, been estimated that from 10 to 
15 percent of tax payments are met through the use of 
credit. The amount borrowed to pay federal and 
provincial income taxes probably increases significantly 
in years when farm incomes are comparatively low. Of 
increasing interest is the amount of credit that will be 
eventually required to pay capital gains, estate, and gift 
taxes related to the transfer of relatively large farm 
estates, and the source and conditions under which this 
credit will be provided. 


Since the Prairie Provinces normally use approximately 
50 percent of all the credit extended to farmers in 
Canada, the current situation and the outlook for grains 
and beef cattle have a very significant effect on the 
future flow of credit into agriculture. The very large 
increase in net farm income this year and the current 
demand for grain and beef have resulted in expansion 


2 Department of National Revenue, Taxation Statistics. 
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plans being developed by many farmers. It is therefore 
not expected that the projected decrease of from four 
to five percent in net farm income in 1973 will have any 
significant effect on the amount of credit used by 
farmers next year. While some tightening of money 
supply and an increase in interest rates are expected, 
these should have little effect on credit flow into 
agriculture. The amount of long-term loans to farmers is 
expected to be as great or even greater than in 1972. The 
trend away from a concentration of loans in the 
short-term range which started in 1972 is expected to 
continue in 1973. 


The prime rate on bank loans which decreased to six 
percent on November 1, 1971, remained at that level in 
1972 but is expected to increase in 1973. It also appears 
likely that the spread between the prime rate and the 
average lending rate may also be slightly increased. In 
the past, the rate which farmers have paid has generally 
been from 1.5 to 2.5 percent above the prime rate. While 
the range may increase slightly it is not expected to be 
generally discernable. 


It is expected that interest rates will be from one-half of 
one percent to one percent higher in 1973 than in 1972. 
The highest business rate increases are expected to be on 
short-term loans. At the end of 1972 there was a surplus 
of mortgage funds in lender’s hands and this surplus was 
expected to carry over into 1973. As a consequence, the 
mortgage rate increase in 1973 is not expected to exceed 
one-half of one percent. 
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In agricultural finance, a lag in interest rate increases on 
loans or credit from certain suppliers is not uncommon. 
However, when general decreases in interest rates take 
place a similar lag in decreasing rates by these suppliers 
may also occur. Both types of lags were observable in 
credit statistics for the 1968 to 1971 period. It is 
therefore possible that any general increases in interest 
rates in 1973 may not be fully reflected in the interest 
rates reported for that year. 


Interest rates on agricultural loans sponsored by the 
federal government are automatically adjusted on April 
1 and October 1 of each year. Under the Farm Credit 
Act and on land purchase loans under FILA, the interest 
rate is one percent above the average yield in the 
proceeding six months on Government of Canada bonds 
maturing in from five to ten years. Rates on Farm 
Syndicate Loans and on non-land loans under FILA are 
determined in a similar manner but on these the yield in 
the preceding six months on Government of Canada 
bonds maturing in from one to ten years applies. Using 
this method it was expected that FCA loans would 
increase about one percent and non-land loans under 
FILA about 1.5 percent on October 1, 1972. Fortuna- 
tely for agriculture, prior to this date the rates on such 
loans to farmers were frozen for a six month period. 
What may occur with respect to these rates on April 1 
cannot be foreseen. The rate which applies after that 
date may depend somewhat on whether there is a 
general interest rate increase by that time. 


1! 


THE EVOLUTION OF SUPPLY MANAGEMENT 
IN THE CANADIAN DAIRY INDUSTRY 


H.J. Mestern* 


JURISDICTION 


Under the Canadian Constitution the provincial govern- 


ments have jurisdiction over the marketing of 
Agricultural products within their territories while the 
Federal governments, jurisdiction covers trade between 
provinces and international trade. 


Fluid Milk Markets under Provincial Jurisdiction 


Fluid Milk Markets are generally confined to provincial 
areas and have been administered by provincial 
marketing Agencies for several decades. Provincial Milk 
Acts, and the regulations enacted under them provide 
for Milk quality, delivery, minimum sanitary conditions 
on the farm and fluid prices and quotas. 


Prices to producers per one hundred pounds of milk for 
fluid use are set from time to time by provincial Boards, 
some as a result of public hearings and negotiations, and 
others by economic formulas. Prices throughout Canada 
range between $7.00 and $8.00 per 100 pounds, f.o.b. 
Plant, for that portion of deliveries which is used in 
“Fluid Sales” (e.g. bottled milk for fresh consumption). 


*Dr. H.J. Mestern is the Economic Advisor to the Canadian 
Dairy Commission. 
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The Subsidy Quota system was the first step towards 
supply management. It covered, initially over eighty 
percent of the industrial milk and cream. 


The root cause of cyclical over-production in the 
industrial sector was the lack of a guide to the size of the 
market available to individual producers. 


A lower price is received for that amount in excess of 
the requirements for fluid sales, usually closely related 
to the industrial milk price. 


In order to supply fluid Markets adequately each day of 
the year, fluid producers have a share of the fluid market 
prorated as a daily fluid quota. For deliveries covered by 
this quota, the fluid milk Plants pay the “‘top fluid” 
price. 


Negotiability of fluid quotas between producers provides 
for a smooth transfer of market shares from producers 
who are leaving the industry to those who continue and 
expand. The ability of the latter to plan for the future 
under conditions of reasonable milk price stability has 
contributed significantly to the consolidation of dairy 
units into large and efficient operations which are 
common among fluid milk producers today. 


Fluid producers were operating in effect, a partial 
Supply Management system. It was partial in that the 
market shares covered the fluid market only and it was 
limited in application to provinces. Shipments by fluid 
producers used for manufacturing purposes entered 
freely into the Canada-wide market for industrial milk 
and benefited from the price support for that sector of 
the industry. 
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TABLE 1 — CANADIAN DAIRY COMMISSION PRODUCT SUPPORT PRICES 


Product 
price support 
for: 


1967/68 1968/69 


63: 
20 
38 


63 
20 
47 


Butter 
Skim Powder 
Cheddar Cheese 


Result in 
Floor Price 
Target for 


Industrial Milk $3.54 


Direct Payment 
Subsidy Rate 


Holdback for 
Export 


1.31 


0.15 
Market plus 
Subsidy 
(before 
holdback) 
(Over-quota 
holdback 
rates) 


$4.85 


(0.11) (0.15) 


(Over-quota 
levy rates) = - 


1969/70 1970/71 1971/72 1972/73 
— cents/Ib — 
65 65 65/682 68 
20 20 24/268 29 
47 47 50/548 54 
—$/cwt milk — 
$3.60 $3.70 $3.99/4.24 $4.53 
1.25 1.25 1.25 1.25 
0.26 0.26 0.10 0.10 
$4.85 $4.95 $5.24 $5.79 
(0.52) (1.25) (1.05) (1.05) 
s (2.40) (2.05) (1.50) 


4 Increased Aug 17, 1971, from the first figure to the second. 


b Comparable with earlier years is $4.44, but market for cheese is above support and producers receive: 


In Bulk In Ontario $4.63 os In Can: $4.53 
In Tank In Quebec $4.45 minimum 

$0.25 dividends 

$4.70 In Can: $4.60 


Federal jurisdiction over the industrial milk 
sector 


Price Support: The producer price for industrial milk 
and cream is supported by the Federal Government 
through the Canadian Dairy Commission, a Crown 
Corporation established under a Federal Statute’ in 
1966. The Commission has been supporting producer 
returns in two principal ways. Through an Offer-to- 
Purchase program for Creamery butter, Cheddar cheese 
and Skim powder, Manufacturing Plants have been 
enabled to pay producers year round approximately the 
equivalent to the support price for the major dairy 
products. Since manufacturers using milk in other dairy 
products compete for milk at the support level or higher, 
the product support does, in fact, establish a “floor” for 
the whole pricing structure of the Canadian Dairy 
Industry.” 


Canadian Dairy Commission Act, 1966. 


ay McCormick: Dairy Price Support in Canada 1962-1972, 
Canadian Farm Economics, Vol. 7, No. 4, October 1972, p2-7. 
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In addition to this price support the Commission has 
been supplementing producer returns from the market 
by a direct payment. The accompanying table (Table 1) 
shows the price support levels for butter, Cheddar cheese 
and Skim powder, and the resulting support price target 
for industrial Milk. 


Direct Payments and Subsidy Quotas 


It will now be appropriate to return to the development 
of the quota system for industrial milk producers which 
evolved over five years from Subsidy Quotas to Market 
Share Quotas with each producer having a share of the 
domestic market for industrial milk. It began in 1967-68 
when the Canadian Dairy Commission allotted an 
individual Subsidy Eligibility Quota to all producers of 
industrial milk and cream, equal to their deliveries 
during the previous year. This subsidy quota is still in 
effect today. 


Every producer became registered with the Canadian 
Dairy Commission. Monthly shipments were reported by 
Plants on pre-printed lists supplied by the Commission 
and forwarded to Ottawa. A computer program 
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accumulates each producer’s shipments to date. The 
annual subsidy quota is divided into monthly percent- 
ages and the subsidy eligibility for the month to date is 
used to calculate the subsidy on shipments covered by 
quota. Eligible producers receive monthly subsidy 
cheques direct from the Commission. 


The Subsidy Quota system was the first step towards 
supply management. It covered, initially, over eighty 
percent of the industrial milk and cream. The balance 
was excess fluid milk used in manufacturing which was 
not covered, except in provinces which operated fluid 
pools and admitted qualifying industrial milk producers 
to share in the fluid market. British Columbia was the 
first province to qualify for subsidy to fluid producers, 
and Ontario followed in 1968. Quebec started such a 
pool on November 1, 1972. 


The subsidy quota was based on butterfat, the common 
denominator for milk and cream shippers. Butterfat 
production for manufacturing purposes has been close to 
the level of consumption in Canada and the direct 
payments to producers are only made on the quantity of 
industrial milk required from industrial milk and cream 
producers to supply the market (Table 2). At this level 
of butterfat production, however, the production of 
solid-non-fat in the form of skim powder exceeds the 
Canadian consumption by some 170-200 million pounds 
annually. Most developed countries with a substantial 
dairy industry are in the same position and ample 


supplies enter the World market. In order to remain 
competitive, export aid is required in most years. The 
cost of exporting surplus products is charged against 
producers. The amount of the export charge is calcula- 
ted from time to time based on production trends and 
competitive pricing in World markets. The total cost is 
pro-rated to individual producers as a “‘hold-back”’ rate 
per pound of butterfat shipped. The charge was made 
against producers’ subsidy. Cream producers who utilize 
solids-non-fat on the farm were not charged for the 
export costs of skim powder. 


As the returns from the market and the subsidy became 
more remunerative, many producers began to ship more 
milk than their subsidy quota. In an attempt to confine 
production to within domestic requirements, the 
Canadian Dairy Commission introduced an over-quota 
holdback at twice the rate of the in-quota holdback in 
1969-70, and raised it to the level of the subsidy rate in 
1970-71. This meant that a producer who did not 
acquire any additional subsidy to cover his production 
but over-produced, had a deduction made from his 
subsidy at the rate of $1.25 per cwt (the over-quota 
holdback rate) for excess deliveries. 


The progression in the charges for excess deliveries 
highlighted a weakness in the system as it then existed. 
Excess fluid milk which benefited from the price 
support program did not contribute to the cost of 
export and had to be financed by proportionately higher 


TABLE 2 — SUBSIDY QUOTAS FOR INDUSTRIAL MILK AND CREAM, 1972/73 


Number of 
Quota 
Holders? 
—Number— 
Plz 1,851 
N.S. 513 
N.B. Sz! 
Quebec 29,130 
Ontario 15,475 
Manitoba 6,010 
Sask. 8,226 
Alta. 9.240 
Buc 131 
Canada PS 


—Million pounds butterfat— 


Shipments by 


Registered 
Subsidy Producers in¢ 
QuotaP 1971-72 


—Million pounds butterfat— 


5.0 5.3 
0.9 0.9 
2.6 201, 
147.0 156.4 
82.3 82.1 
12.4 13.2 
OES tl ez/ 
24.3 25.4 
0.2 0.2 
284.1 298.1 


@Registered Industrial Milk and Cream producers who hold a Subsidy Quota with the Canadian Dairy Commission. In addition to 
the Industrial Milk & Cream producers, Fluid producers in Pools in B.C., Ontario and Quebec hold subsidy quotas as follows: 
B.C. 556; in Ontario, 4,290; and in Quebec where the quota is just established the estimated number is 3,400. 


DSubsidy Quota of Registered Industrial Milk and Cream producers. Subsidy Quota held by Fluid Poo! producers is (in million 
pounds butterfat) as follows: in B.C. 1.4;in Ontario 23.3; in Quebec it is estimated at 6.2. 


°Shipments in the preceding year, 1971-72, by producers of Industrial Milk and Cream registered with the Canadian Dairy 


Commission. 
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TABLE 3 — MARKET SHARES 


Number of Market Shares Market Share 
producers according to Entitlement 
with standard for 
market formula 1972-73° 
shares? 1969-70 
— Number — — million pounds butterfat — 
Pate lls 2,042 6.5 7.0 
(N.S.) (1682) (4.1) 
(N.B.) (1925) (4.5) 
Quebec 35,743 196.8 PAS AS 
Ontario 24,894 148.8 160.0 
Manitoba 9,126 Sal 19.5 
Saskatchewan 16,260 14.7 15.8 
Alberta 13,620 34.1 36.7 
(B.C.) (1721) (11.4) 
Totals 107,013 439.0 450.6 


9 Industrial Milk and Cream producers and Fluid producers 


D Market Sharing Quotas were calculated as the greater of 1969-70 deliveries and the Subsidy Quota, if any. 


© After increases of ib percent authorized for 1972/73 


charges against entitlement of industrial 


producers. 


subsidy 


Supply Management 


The root cause of cyclical over-production in the 
industrial sector was the lack of a guide to the size of the 
market available to individual producers. This is so 
important because producers who intend to increase 
their basic capacity to produce must plan for several 
years in advance because of the time it takes to raise 
additional cows to the milking age. On the other hand, 
the marketing process for milk is quite different from 
other agricultural commodities as milk must be 
marketed every day or every other day of the year. This 
is where the need for price stability comes in. 


To deal with this situation, the “Dairy Farmers of 
Canada” developed a comprehensive and equitable 
Market Sharing program. All milk and cream used for 
manufacturing purposes whether shipped by fluid or 
industrial producers was covered by the program. It was 
designed to bring forth the amount of milk fat which 
can be marketed at the support level. The program was 
thoroughly discussed with provincial Governments and 
the producer groups concerned, and was instituted 
through the signing of an Agreement between the 
Canadian Dairy Commission and participating Agencies 
in the provinces. Ontario and Quebec entered the 
program in December 1970, and Prince Edward Island 
on the same date in 1971. Alberta joined on April 1, 
1972, and Saskatchewan and Manitoba on July 1, 1972. 
Presently the program covers six provinces and 95 
percent of the Canadian production of industrial milk 
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and cream. Nova Scotia, New Brunswick and British 
Columbia are giving the program consideration (Table 


3). 


The main provision of the Agreement is that the 
provincial Agencies allocate to producers individual 
Market Quotas and deduct a levy on deliveries within 
quota and in excess of quota from the Market price on 
behalf of the Commission, and remit these levies 
monthly to the Commission. The Commission, as a 
result made subsidy payments at the full rate without 
holdback and undertook to restore the subsidy quotas to 
the level existing at the beginning of the 1970-71 Dairy 
year in the participating provinces. 


Managing the System 


The Agreement also provides for a Canadian Milk Supply 
Management Committee with three representatives 
from each province; one representing the provincial 
Government Board or Commission, and two representing 
provincial producer Boards, and three representatives of 
the Canadian Dairy Commission, under the Chairman- 
ship of a member of the Commission. Observers from 
the “Dairy. Farmers of Canada” and _ participating 
Agencies attend the meetings as required. The 
Management Committee meets every two months and 
draws up the policies and guidelines for the administra- 
tion of this National program by participating Agencies. 
The Management Committee has created a Secretariat of 
four from the staff of the Commission, and Agencies in 
Quebec, Ontario and the Prairie provinces to prepare 
research and background data on issues for consideration 
by the Management Committee. 


1S 


A pre-requisite to establishing individual market quotas 
was the registration of producers with the Canadian 
Dairy Commission which facilitated the computation of 
Market quotas. The Commission made this information 
available to provincial Boards which allotted the market 
quotas to producers licenced by them. Fluid producers 
who were already licensed by provincial Boards also 
became registered with the Canadian Dairy Commission. 
Market quotas were allotted to them essentially for 
shipments in excess of those covered by fluid quotas. 


Provincial Boards drew up procedures for quota transfer 
between producers. Under the Market Sharing Program, 
Market Quotas became freely negotiable between 
producers. A new provision was made so that the 
Canadian Dairy Commission would reallocate a Subsidy 
Quota of a vendor to a buyer upon written proof that 
the Market Quota had been transferred. This latter 
policy was a change from the previous one under which 
the subsidy quota was reallocated only if the herd was 
transferred. 


The in-quota “‘levy” rate was set at the same rate as the 
“holdback” rate from subsidy, but the over-quota levy 
rate was set to reflect the value of milk solids in World 
markets. At times when the Commission’s costs of 
export of a surplus are such that the full over-quota levy 
is not required, the rate is reduced to a minimum of 
$1.50/cwt milk which is maintained as a basic dis- 
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couragement to producing without quota coverage. The 
immediate benefit to industrial producers who previous- 
ly over-shipped their subsidy quota, was a reduction in 
the export charges. Their new Market Quotas covered 
their current level of production and as a result they 
paid the in-Market-Quota “levy” of $0.26 cents (now 
10¢) instead of the over-subsidy-quota “‘holdback” of 
$125. 


This reduction in export charges was possible because 
Market Quotas now included all shipments. Therefore 
the in-quota levies were collected on a larger quantity 
than before. There have been marked general improve- 
ments in producers’ returns as well, which have more 
than compensated the producers who came into the 
program to contribute to export costs for the first time. 
(See Table 1). 


It is significant that the increase in farmers’ returns was, 
to a very substantial degree, dependent on a sounder 
market place. To many farmers price stability gained 
since the inception of Supply Management gave them 
the confidence to plan for the future in the same way 
fluid producers have for many years. “The Market is 
sounder because Supply Management aims at avoiding 
surplus production with low prices in cycle with short 
production and high prices. The Dairy Farmers of 
Canada have demonstrated a willingness and ability to 
determine their future as an aggressive and modern 
industry”. 
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FARM BUSINESS ANALYSIS - ITS 


METHODS 


AND OBJECTIVES 


Farm records describe the state of affairs of the farm 
business which can be evaluated by such economic 
analysis as CANFARM. 


From the farmer’s own data, the computerized 
CANFARM system generates a report composed of four 
statements: 

a) Assets and Liabilities 

b) Income and Expenses 

c) Analysis of Alternative Earning Opportunities 

d) Analysis of Solvency and Profit Ratios. 


It is the purpose of farm records to describe the state of 
affairs of the farm business. It is the purpose of analysis 
to evaluate this state of affairs, that is to identify and 
define the problems. Evaluation implies that there is 
some standard of performance against which the farm 
business is to be judged. The ultimate judgement of the 
degree of success or failure rests upon whether the 
objectives set by the decision maker’ have been 
attained. 


In economic theory the farmer’s goal, i.e. his prime 
standard of achievement, is taken to be maximum profit 
which, in practical application, is measured by net farm 
income, labour earnings or return to capital. Traditional 
farm management efficiency ratios have been designed 
to detect reasons why actual profit is less than 
maximum. In recent years efforts have been made to 
pinpoint the divergence on an enterprise basis. Recently, 
economists have gained the knowledge and techniques 
whereby the objective of maximum profit can be 
modified, especially in the area of risk preferences. 


This article describes the background and guidelines 
upon which economic analysis of farm records is based. 
It is these guidelines which were used to arrive at the 
Canadian Farm Management Data System. 


*Dr. Bauer is Chief of the Farm Records Section, CANFARM. 
1 Objectives are not always, perhaps not even often clearly set 


out at the start of the decision process and are continually 
revised through time. 
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Leonard Bauer* 


STANDARDS OF ACHIEVEMENT 


In practice, standards of achievement can be derived 
from a number of sources. The four following sources 
should not be taken as a complete listing. Furthermore, 
a systematic and comprehensive analysis might draw on 
each of these to isolate problem areas. 


“THUMB RULE” STANDARDS 


“Thumb Rules” are acceptable rates of efficiency 

that are frequently expressed as ratios of output to 

input. 
Suppose a farmer’s record summary revealed that he 
earned $5,000 last year. This is simply a statement of 
fact? and by itself, is neither good nor bad. Suppose 
further that he has other non-farm opportunities and 
had he followed the best of these he would have earned 
$10,000. This still may or may not indicate a problem 
depending upon the monetary and non-monetary adjust- 
ments? that he may wish to make to the figures. 
Farmers, and those who counsel them, have gained 
knowledge through experience about such factors as 
feed efficiencies, crop yields and milk production. From 
this familiarity with their production processes, they 
have established a general feeling of what is an accepta- 
ble rate of achievement and what is not. 


Subject, of course, to errors of measurement both empirical 
and conceptual. 


3 Non-monetary adjustments may involve among others such 


factors as not wanting to put up with the hustle and bustle of 
city life. 
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In general “Thumb Rules” are acceptable rates of 
efficiency and are frequently expressed as ratios of 
output to input. Miles per gallon, bushels of wheat per 
acre, and percent return to capital are familiar examples. 
In calculating and presenting ratios of efficiency one 
must keep in mind a basic law of production economics, 
namely the law of diminishing returns, and not argue 
that higher rates of accomplishment are necessarily 
preferable to lower ones. The dictum of economic 
theory is to produce where the Value of the Marginal 
Product is equal to Marginal Factor Cost. Unfortunately 
the ratio locates only one point on the production 
function* and gives no information about the slope of 
the surface. Consequently there is no direct way of 
knowing from the ratios whether inputs should be 
increased or reduced in order to achieve the optimum.® 


Actual levels of performance can be calculated from the 
farmer’s record summaries and then left to him to 
compare his performance against what he thinks it 
“ought to be” in the light of his own experience or the 
recommendation of others. The farmer is left with his 
intuitive feeling based on his ““Thumb Rule” knowledge 
as to whether, how, and by how much input levels 
should be altered.° 


Group Average Standards 


In comparing his performance to a group average, a 
farmer may be encouraged to examine his business 
more closely, may become frustrated by his situation 
or may be lulled into complacency. 


Performance may also be evaluated by comparison to 
neighbouring farms as reflected through group averages. 
This is what is generally meant by the term “‘Compara- 
tive Analysis’. Suppose, in the example farmer’s group, 
the average earning was $8,000. This too is merely a 
statement of fact and does not indicate the existence or 
absence of a problem. Group averages undoubtedly exert 
some influence on a farmer’s goals. Just how a particular 


4 There are those who would argue that he may not even be on 
his production function but rather interior to it. This may arise 
because he is not applying inputs in the most effective manner or 
at the right time. If such is the case, movement to the surface 
will always constitute an improvement in efficiency because for 
every point interior to the production function there is a point 
on the production surface achieving greater output for the same 
input. Whether one should move out to the surface depends 
upon the added costs and returns associated with the move. 


Sat the same time it must be remembered that although the 
ratio is derived from an observation taken at a single point in 
time it is an observation from a probability distribution. The 
ratio may very well be what it is because of random fluctuations 
in price and/or yield essentially beyond the operator’s control. 


6 
He may test the expected consequence of altering input levels 
through budgeting or other projecting techniques. 
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farmer will react depends upon many factors. If a farmer 
earned less than comparable farmers, he might be 
encouraged to examine his business more closely; or he 
may take his performance as an indication of failure and 
be frustrated into the position of doing nothing. On the 
other hand, he may have shown up “better than 
average” and be lulled into a feeling of complacency 
even though attractive but unexplored opportunities 
exist. 


If group averages are presented with the proper inter- 
pretation they can be of use in revising farmers notions 
about particular thumb rules. For example, in the light 
of what other farmers are doing, a 12:1 feed conversion 
for hogs may not look too good anymore. 


Unfortunately, the problem of knowing the slope of the 
production surface is not solved by combining individual 
observations into an average. Additional pitfalls arise in 
making comparisons to groups. Although one might 
assume farms in the group to be similar as far as size, 
farm type and geographic location are concerned, they 
are not different observations on the same production 
function but are observations on different production 
functions. It may be more useful for an individual to 
make comparisons to other individuals following the 
same production process or to contrast his operation 
with individuals pursuing different processes than it is to 
examine the average of a group of individuals who are 
following some mixture of similar and different 
processes. 


Furthermore, simple group averages do not separate 
those factors within the farmers control from those 
about which he can do nothing. This problem can be 
partially overcome by calculating measures of dispersion 
as well as the average. Of course, if all observations were 
from the same population, deviations from the average 
would be a measure of random error and might yield 
some information about uncontrollable factors. 
However, to simply present the standard deviation in the 
case of a mixture of similar and dissimilar farms adds 
little new information unless something is also said 
about differences between farms at the low and the high 
end of the distribution. 


Bench Mark Standards 


Physical and economic research, especially that con- 
ducted in an interdisciplinary environment may give 
clearer insight to “what is possible” than can be derived 
from comparing or contrasting to other farms or 
contemplating one’s own situation. Crop and livestock 
yields and machinery i.e. labour relationships are cases in 
point. Adequately specified production functions can 
come only from looking at the underlying causal 
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relationships of various production processes and 
examining their impact upon the total farm business. 
This involves technical questions, the answers to which 
come from the experimentation of physical scientists. 
Because of the inference to be drawn from the results, 
this experimentation is not confined entirely to the 
laboratory or the experiment station. In some instances 
it may need to be conducted on the farm to take into 
account relevant variables which are only found in an 
actual farm situation. Bench marks derived in this 
interdisciplinary approach can serve as comparative 
standards useful in detecting problems and identifying 
opportunities for improvement on individual farms. 


Optimal Planned Standards 


One of the main objectives of analysis is to provide 
reasons why anticipated outcomes were not achieved. 
The use of (a) thumb rules; (b) group averages; and (c) 
bench marks, tend to be a piecemeal approach. More 
information could be derived from comparing the 
business as it exists today against how it would appear if 
optimally organized. Optimal organization implies the 
use of farm planning techniques ranging from partial 
budgets through mathematical programming and systems 
simulation. The objectives of the farmer, his resource 
base and input-output coefficients specific to his 
managerial capacity become important data require- 
ments. Group averages and the results of controlled 
experimentation can serve to supplement an individual’s 
data. This approach eliminates one of the chief short- 
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comings of the so-called comparative approach; namely 
of not knowing whether to increase or decrease specific 
input levels in order to move towards optimality. 


CANFARM’S FARM BUSINESS ANALYSIS 
SYSTEM 


With CANFARM a farmer can choose the group with 


which he wants his enterprise to be compared to. 


In the spring of 1972, CANFARM had an operational 
farm business analysis system. Basically this system, 
operating on 1971 data, was used for calculating a 
variety of efficiency ratios for an individual farm and for 
comparing that farm to groups of farms. Thus far about 
2,500 farm business analysis reports have been pro- 
duced. The data contained in these reports are taken 
entirely from that submitted by the farmer into the 
Farm Record System. 


Report Content 


The system generates a report composed of four 
statements - 


a) a Statement of Assets and Liabilities (see Figure 1), 
b) A Statement of Income and Expenses (see Figure 2), 
c) an Analysis of Alternative Earning Opportunities (see 
Figure 3), and 
d) an Analysis of Solvency and Profit Ratios (see Figure 
4). 
Each of these statements contains the farmer’s own data 
on the right hand side and group average data on the 
left. The statements of Assets and Liabilities and Income 
and Expenses are reproduced in an almost identical 
format to that followed in the Farm Record System and 
serve as a back-up for the efficiency measures found in 
the two analytical statements. 


Comparative Group Composition 


Any farmer who received Annual Reports from the 
Farm Record System is eligible to receive Farm Business 
Analysis Reports. His Contact Agent is the person who 
requests that the report be produced. Two methods are 
available to the Contact Agent in specifying the compo- 
sition of the comparative group. 


He may request that the group consist of farms meeting 
certain criteria. For instance he may indicate that the 
group is to be composed of all dairy farms having an 
investment between $75,000 and $99,999 located in 
Brant County, Ontario. Or he may wish to compare to a 
group composed of all grain farms having a volume of 
$25,000 to $49,999 of production located on Dark 
Brown Soils in Alberta. He makes these kinds of requests 
by completing the CANFARM Analysis Request form 
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FARM BUSINESS ANALYSIS SYSTEM - FARM CHARACTERISTICS FORM 


SYSTEME D'ANALYSE DE L'ENTREPRISE AGRICOLE - CARACTERISTIQUES DE L'ENTREPRISE 


FARMER 
CONTACT 


CONSEILLER 
AGRICOLE 


FARMER'S NAME 
NOM DE L'EXPLOITANT 


ae #4. KYM BLe. 
OX Sle? 


Adresse :#ff Fa); A 


Address: 


FARM-ID 
Comments: 
ONSET Commentaires: 
WF 

V isivle|7 

3 8 

Anr GEOGRAPHIC LOCATION 

9° ar EMPLACEMENT GEOGRAPHIQUE 

Le] ENTERPRISE STRUCTURE 

12 DEGRE DE SPECIALITE 


aL abel3 PRIMARY ENTERPRISE 


ACTIVITE PRENCIPALE 


~ 


AVE. SECONDARY ENTERPRISE 


17 20 ACTIVITE SECONDAIRE 


siglolole2 FARMER CONTACT NO. 


21 25 NO. DU CONSEILLER 


POUR CANFARM SEULEMENT 
CANFARM USE ONLY 


FARM INDEX 


CONTACT CANFARM OFFICE COPY 


FILE 


| C4NF4RQ) COPIE A CANFARM 


FIGURE 5 
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shown as Figure 5. To facilitate this method, every 
farmer who has received annual reports from the Farm 
Record System and who has, in the opinion of his 
Contact Agent, a reasonably accurate set of records is 
given a set of descriptive characteristic codes. This is 
done by the Contact Agent completing the Farm 
Characteristics form (see Figure 6). Every farmer thus 
coded becomes a member of the group when his codes 
satisfy the conditions specified in the request. 


The alternative methods of making requests is to 
indicate the identification numbers of the farms to be 
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included in the group. This kind of request is done by 
using the CANFARM Analysis Request form shown in 
Figure 7. Using either method of requesting reports, the 
comparative group must contain five or more members 
to respect the confidentiality of the farmers involved. 


Future developments in the Farm Business Analysis 
System will be to make enterprise analysis available as 
well as total farm analysis. Also, as more data is 
collected over a period of years it will become possible 
to make comparisons not only to groups of similar farms 
but also comparison to performance in previous years. 


CANADIAN FARM ECONOMICS Vol. 7 No. 5 


AGRICULTURAL EXCHANGES IN THE UNITED STATES 


A LITTLE PUBLICIZED “ORDERLY MARKETING” ORGANIZATIONAL TOOL 


The exchange is a voluntary master sales organization 
with a system of tightly controlled sales agency con- 
tracts. 


INTRODUCTION 


Agricultural marketing has long been characterized by a 
multitude of small producers selling to a few buyers. 
Although the number of producers in Canada and the 
United States has progressively diminished, the number 
of buyers has diminished also. The largest percentage of 
fresh fruits and vegetables, for example, are sold through 
large chain stores with perhaps one buyer purchasing the 
requirements for an entire chain. Such large scale buying 
requires volume selling. Under such circumstances 
individual producers are increasingly at a disadvantage in 
not only obtaining a market for their output but also in 
influencing the price received for their product. 


To obtain greater marketing power, agricultural produ- 
cers have, over the years, developed and tried various 
organizational tools. Most of those developed in the U.S. 
have been of a voluntary nature, while those in Canada 
have tended to be more of a compulsory nature. 


Much recognition and publicity have been given in 
Canada to Marketing Boards and agencies and in the 
United States, to cooperatives and to Marketing Orders 


*Mr. Tom Bennett is a Marketing Economist on Horticultural 
Crops with the Economics Branch. Before joining Agriculture 
Canada, Mr. Bennett was a fruit and vegetable grower in Ohio, a 
Marketing Specialist with the Ohio State University, Assistant 
Manager of the American Agricultural Marketing Association, 
Assistant Director of Research of the American Farm Bureau 
Federation and a Marketing Expert in Iran with FAO. 
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Thomas A. Bennett* — 


and Agreements. Very few producers or commodity 
groups in Canada or in the U.S. are aware of the 
existence or operation of Agricultural or Marketing 
“Exchanges”. 


However, a great deal of interest has been generated 
recently in certain small areas of the U.S., in exchanges. 
Many growers, especially of fresh fruit and vegetables, 
are convinced that this tool may be an answer to their 
prayers. 


The exchange concept is not new. It has been tried, with 
varying degrees of success, in several areas of the U.S. 
Currently there are ten exchanges - seven in Florida and 
three in other states (Table 1). One, the Florida Sweet 
Corn Exchange, has been in operation for over 12 years. 
There are several other exchanges presently in the 
planning and formation stages. 


STRUCTURE 


Basically, the “‘exchange” is a voluntary master sales 
organization with a system of tightly controlled sales 
agency contracts. It is organized under the U.S. coopera- 
tive legislation and may operate either as a special arm of 
an established bargaining cooperative, such as the 
California Asparagus Exchange, or as an independent 
entity, such as the Florida Sweet Corn Exchange. 


Two legal instruments are utilized: (1) a uniform 
marketing contract and (2) a handler contract. The 
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TABLE 1 — MARKETING EXCHANGES IN OPERATION, JULY 1, 1972. 


Florida 


Zellwood Sweet Corn Exchange 
Southern Florida Vegetable Exchange 
(Pole Beans) 


Northern Florida Growers Exchange 
(Potatoes) 


Flower Exchange 

Citrus Exchange 

Florida Celery Exchange 
Florida Sweet Corn Exchange 


uniform marketing contract, varies somewhat by area. 
Basically, the contract designates the exchange as the 
growers exclusive sales agent for the purpose of negotia- 
ting terms and conditions for marketing the product. In 
essence, the uniform marketing contract passes complete 
control and title of the product from the producer to 
the exchange. 


The handler contract authorizes a shipping firm, or 
handler, to act as an authorized sales agent for the 
Exchange. Under provisions of the California Asparagus 
Exchange contract, the handler agrees to handle only the 
produce of grower/members of the exchange, to comply 
with minimum prices established by the marketing 
committee of the exchange, and to comply with the 
rules and instructions of the Exchange. The Florida 
Sweet Corn Exchange handler contract differs only in 
that handlers are not required to handle members-only 
produce. 


MEMBERSHIP 


Only growers may be members of the exchange. If a 
handler is also a grower, he must execute both a grower 
contract and a handler contract. A grower must also be a 
member of the parent cooperative association if the 
exchange is organized as an arm of such an association. 


OPERATION 


The overall operation of the Exchange is generally under 
the direction of an executive committee with day-to-day 
details handled by a marketing committee. The 
marketing committee is composed of a varying number 
of growers and/or contracted handlers. The committee 
meets frequently as the need arises - perhaps daily or 
twice per day - by closed circuit telephone. The 
committee members receive the advice and counsel of 
the exchange manager, growers and contracted handlers. 
During the meeting the committee members discuss the 
current marketing conditions and determine the 
immediate marketing strategies - the amount of product 
to be shipped and some form of price. Before becoming 
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California 


California Asparagus Exchange 
California Potato Exchange 


Washington 
Flower Exchange 


final, any decision by the Committee must be approved 
by the grower/members or the Board of Directors. 


POSSIBLE FUNCTIONS OF AN EXCHANGE 


The exchange may add to the orderly marketing of a 
product directly or indirectly by: 

1) Establishing a price. 

2) Establishing Harvesting holidays. (No harvest). 

3) Regulating the amount shipped. (Flow-to-market). 

4) Regulating the grades. 

5) Controlling the use of containers. 

6) Promoting and merchandising the product. 

7) Developing production and marketing information. 

8) Taking any constructive action which will best 
promote the interests of its members and the industry. 


TYPES OF PRICES 


The marketing committee of an exchange may develop 
various types of prices dependent upon current 
marketing conditions. These include: 


1) A minimum price. 

2) A price range. 

3) A selling price. 

4) A recommended price. 
5) No price. 


MARKETING EXCHANGES VS MARKETING 
BOARDS 


The marketing exchange differs considerably from 
marketing boards. Most significantly, participation in a 
marketing exchange is entirely voluntary while 
participation in a marketing board is compulsory. 
Marketing exchanges require no producer vote to 
become established as do marketing boards and their 
marketing plans. Therefore, they are also more flexible 
in their operation. However, a very strong voluntary 
commitment by producers is necessary to establish an 
exchange. While to continue effective operation, 
aggressive membership maintenance is essential. 
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As with any type of cooperative, this approach to 
marketing has its greatest weakness in its voluntary 
nature. There are producers who will remain outside the 
exchange either because of apathy or because they feel 
they can have the best of two worlds. They can use the 
exchange activities as a “price umbrella’’ without con- 
tributing to the effort while at the same time they can 
be flexible and undersell the exchange when advanta- 
geous to do so. 


Although the exchanges have worked well on a comple- 
tely voluntary basis, they have had greater effectiveness 
when operated in association with a Federal Marketing 
Order. Participation in a U.S. Federal Marketing Order is 
compulsory. Although the two are not directly related, 
producers apparently are more inclined to participate in 
the marketing exchange. In such a complementary 
relationship, the marketing exchange approaches the 
degree of producer participation of Canadian Marketing 
Boards. 


EXAMPLES OF OPERATING EXCHANGES 


Florida Sweet Corn Exchange - Belle Glade, 
Florida 


The Exchange was organized in 1960 as a cooperative 
under Chapter 618 of the Florida Statutes. The organiza- 
tion may establish on a voluntary basis, grades and 
standards, wage rates, prices, quantities, and may 
conduct advertising and perform various other functions. 


An initial signup fee, based upon acreage, was required 
of producer/members when the exchange was organized. 
An assessment of 4¢ per crate is made on all sweet corn 
sold. As soon as a sufficient amount of capital was 
accumulated, the initial membership fee was refunded. 
The Exchange is currently funded only by the per crate 
assessment. 


The Marketing Committee of the Exchange is composed 
of three contract handlers who are agents of the 
Exchange. The committee meets with the organization 
management by phone every Monday and Wednesday, or 
as the need dictates, and determines current prices and 
strategies. 


Several different types of prices and strategies may be 
decided upon by the committee. These include a 
minimum price, a price range, a selling price, a recom- 
mended price, or no price. Usually, however, the 
committee sets the price. As the ultimate goal is to 
stabilize the market, handlers are not permitted to sell 
over or under the selling price when it is established. In 
addition to setting price, the Exchange can regulate the 
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“flow-to-market”. A “marketing holiday” may also be 
called by the committee during which none of the crop 
or only a percentage of the crop may be harvested. 


The Exchange has several provisions for special circum- 
stances. There is a special Exemption Committee 
composed of one grower, one member of the marketing 
committee and one Federal/State Inspector to review 
requests for exemption from grade and price specifica- 
tions. If marketing conditions warrant, an exemption 
may be given. A provision is made for those handlers 
wishing to “fill-in” loads or needing “mixers”. One 
packing house is permitted to sell to another at a 10¢ per 
crate discount. 


Management of the Exchange is contracted for with the 
Florida Fruit and Vegetable Association. In addition to 
the Manager, there is one full-time and one half-time 
fieldman and two full-time secretaries. 


The Exchange was originally operated in conjunction 
with a State Marketing Order that was voted out in 
1971. Currently, grower participation is about 60 
percent as opposed to nearly 100 percent when the 
marketing order was in effect. During the period that the 
Marketing Order was in effect, every grower was 
required to participate in its program. As the Exchange 
program and the Marketing Order program were closely 
related and operated together, the growers participated 
in each. When the Order was voted out grower apathy 
slightly reduced Exchange participation. However, the 
exchange is still very effective in the opinion of grower 
members. 


Florida Celery Exchange 


The Florida Celery Exchange basically covers the entire 
state and has 100 percent participation - 40 to 50 
growers plus 12 handlers. The Exchange operates in 
conjunction with both a State and a Federal Marketing 
Order. 


The organization is similar to the Florida Sweet Corn 
Exchange. The Marketing Committee of the Exchange, 
however, consists of five handlers who are contracted 
agents of the Exchange. The Exchange, headquartered in 
Orlando, has a full-time Manager and about 14 
employees. In addition to price and volume control, the 
Exchange collects and disseminates data. 


California Asparagus Exchange 


The California Asparagus Exchange was organized in 
early 1971 as a special arm of the 50-year old California 
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Asparagus Growers Association. The Exchange program 
deals with the marketing of fresh asparagus and closely 
parallels the bargaining activities of the Marketing 
Committee of the Association which deals with 
asparagus for processing. The program is operative in the 
Delta region of California. In 1971, participation in the 
Exchange included about 50 percent of the producers 
and 50 percent of the handlers in the region. In 1972 
participation, reportedly, increased to over 90 percent of 
the producers (basically all but the production of two 
large integrated processor/producers - Fresh-Pict and Del 
Monte) and 100 percent of the handlers. 


To facilitate daily operations, the Exchange Manager has 
a closed circuit telephone system with an extension to 
each handler and grower member of the Marketing 
Committee of the Exchange. The Marketing Committee 
of the Exchange is composed of all of the contract 
handlers and four growers. The Manager sets up a 
meeting by pushing a button on his phone. A quorum is 
considered to be all who answer. Each committee 
member responds by announcing his name. The Manager 
then asks for reports on shipments, receipts, and 
conditions of supply and demand. 


Current price recommendations are made by the 
handlers, who are agents of the Exchange, and by grower 
members of the committee. Grower members, then, 
agree on a floor price for the current period. A decision 
may also be made by the grower members on diversion 
of a part or all of the preceding day’s harvest to 
alternative outlets - usually to processors. 


Membership dues are 5¢ per crate, handler charges are 
70¢ per crate - 45¢ for handler expenses and 25¢ for 
handler profit - and 25¢ per crate goes to a contingency 
pool to cover claims, brokerage fees, and other expenses. 
Unused funds in the contingency pool are returned 
pro-rata to the growers. 


LEGAL STATUS 


In the U.S. there is a lingering question as to the legality 
of exchange operations especially in respect to price 
fixing and restraint of trade. However, to date, no 
serious contentions on the legality of the exchange 
concept have been voiced. The exchanges in Florida have 
been in operation for many years. When first organized, 
the legality of the exchanges was scrutinized by the 
Federal Trade Commission and no objection was raised. 
Attorneys in California and the state of Washington have 
examined the structure and operating procedure of the 
exchanges and, reportedly, see no basis for branding 
them illegal. Soon after the California Asparagus 
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Exchange was formed, two attorneys from the FTC, 
reportedly reviewed the structure and operational 
procedures of the organization. They could see no area 
of contention and did not question its legality. 


According to proponents of the exchange concept in 
Florida, it is perfectly legal in essence because there is 
only one owner of the crop - the exchange - and it 
contracts the marketing of the crop to handlers. The 
contracted handlers meet with management or represen- 
tatives of the Exchange and determine a realistic selling 
price for the product in concurrence with the exchange. 


According to proponents of the exchange concept in 
California, it is perfectly legal as long as the decisions are 
in the hands of growers. Only growers are members of 
the exchange with contracted handlers having only an 
advisory role. The Case-Swayne Company, Inc. vs 
Sunkist Growers, Inc., decision is often quoted as the 
basis for statements supporting the legality of the 
Exchange concept. 


Although there is a slight difference between the 
structures in California and Florida, both have evidently 
been determined to be legal. 


EFFECTIVENESS 


It is the claim of the members of the various exchanges 
and some of the handlers that the market, on the buyers 
end, has been stabilized. Participants in the trade, 
theoretically, do not have to worry about being under- 
priced. 


Some proponents theorize that an exchange can effec- 
tively remove imperfect and predatory competition in an 
industry regardless of supply and demand forces. It is 
also felt, by experienced agricultural observers, that 
farmers and handlers will go along with an exchange 
more readily than with a marketing order. It is also 
much easier to establish an exchange than a marketing 
order or a marketing board. 


The exchanges in Florida have proven to be effective. 
Spokesmen for the relatively new Asparagus Exchange in 
California state that the effects of their program have 
been tremendous. Participants in 1971 did very well. In 
1972, those participating in the program had one of the 
best years even in spite of very difficult marketing 
circumstances. Those not in the program, reportedly, 
had a very bad year. 


The exchanges in some areas have been successful in 


practically eliminating one great problem of the fresh 
produce business - consignment sales. Most sales are now 
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made on an f.o.b. basis with tight limitations on 
consignment selling. 


Although exchanges are not permitted to control acreage 
planted they can, and do, regulate the “‘flow-to-market”. 
Through careful planning and tight daily control the 
amount of the product sold during a given period can be 
regulated. Their success, however, is dependent upon 
voluntary participation and this may be the greatest 
weakness. 
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CONCLUSION 


The exchange concept has a great deal of merit as 
another “‘tool” in the producers kit. For fresh market 
organization in the U.S., it may have even greater 
potential as a complimentary tool when combined with 
a marketing order. For the Canadian situation, the 
marketing exchange operations have several features that 
might be adopted by commodity marketing boards, 
agencies or other marketing groups. 
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POLICY AND PROGRAM DEVELOPMENTS IN CANADA 


AGRICULTURAL PRODUCTS MARKETING 
ACT 


(Ontario Egg Marketing Levies Order, Amend- 
ments) 


As of July 31, 1972, every producer will have to pay to 
the commodity Board, in addition to the service charges 
set out under the Plan, levies at the rate of one cent per 
dozen eggs sold by him. 


(Prince Edward Island Vegetable Order) 


The Prince Edward Island Commodity Board has been 
authorized to regulate the marketing of vegetables in 
interprovincial and export trade and, for such purposes, 
to exercise all its powers in relation to the marketing of 
vegetables within the Province under the Act and the 
Plan. (August 29, 1972) 


(Manitoba and Saskatchewan Milk Marketing 
Levies Order) 


Every milk producer from these provinces will have to 
pay to their respective Board, in addition to the 
contribution pursuant to the Plan, levies at the rate of 
ten cents for each 100 pounds of milk or $0.0285 for 
each pound of butterfat sold to a plant that is not in 
excess of his quota. The milk producer will pay to his 
respective Board in addition to the contribution 
pursuant to the Plan, the amount of $1.50 for each 100 
pounds of milk or $0.4286 for each pound of butterfat 
sold in excess of his quota. The cream producer will pay, 
in addition to the contribution pursuant to the Plan, 
levies at the rate of 22 cents for each pound of butterfat 
sold in excess of his quota. (August 30 and 31, 1972) 


(Alberta Milk Marketing Levies Order, Amend- 
ment) 


The milk producer in Alberta will pay, in addition to the 
contribution pursuant to the Plan, levies at the rate of 
$1.50 for each 100 pounds of milk or $0.4286 for each 
pound of butterfat sold in excess of his quota. The 
cream producer will pay, in addition to the contribution 
pursuant to the Plan, levies at the rate of 22 cents for 
each pound of butterfat sold in excess of his quota. 
(August 31, 1972) 


(Ontario Milk Marketing Levies Order, Amend- 
ment) 


Ontario milk producers will have to pay, in addition to 
the licence fees set forth under The Ontario Milk 


32 


Marketing Plan, levies at the rate of $1.50 for each 100 
pounds of milk sold in excess of his quota. (August 31, 
1972) 


CANADA AGRICULTURAL PRODUCTS 
STANDARDS ACT | 


(Beef Carcass Grading Regulations) 


Fifteen grades for beef carcasses have been established. 
These grades are derived at according to the amount of 
“fat between the eleventh and twelfth ribs at the 
minimum point of thickness in the fourth quarter from 
the vertebrae along the longitudinal axis of the 
Longissimus dorsi muscle and perpendicular to the 
outside surface of the fat”. (August 29, 1972) 


(Veal Carcass Grading Regulations) 


Five grades for veal carcasses have been established. 
They are Canada A, Canada B, Canada C, Canada D and 
Canada E. 


The standards for the grades of carcasses have been 
established. Canada A carcasses have the following 
characteristics: excellent conformation, finish and 
quality and uniformly fleshed with full rounds, plump 
loins, broad thick shoulders and breasts, and short, thick 
necks and breasts; firm, fine grained, pinkish flesh; soft 
reddish bones; exterior fat covers that range from fairly 
thick over the backs and loins on heavier carcasses to 
proportionately less on lighter weights; and fairly large 
deposits of interior fats. (August 29, 1972) 


CANADIAN WHEAT BOARD ACT 


(Canadian Wheat Board Regulations Amend- 
ment) 


The Board will pay 60 cents per bushel for grade No. 2 
Canada Western oats and 96 cents per bushel for grade 
No. 3 Canada Western Six Row barley. These are the 
prices paid in store at Thunder Bay or Vancouver. 
(August 1, 1972) 


The Board will pay to oat producers $1.76 per bushel 
for grade No. 1 Canada Western Red Spring and will pay 
to any person 30 cents per bushel between August 1 and 
October 16, 1972 for grade No. 1 Manitoba Northern. 


The Board will pay to oat producers 70 cents per bushel, 
in store at Thunder Bay or Vancouver, for grade No. 2 
Canada Western and will pay to any person ten cents per 
bushel for the same grade between August 1 and 
October 16, 1972. 
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The Board will pay to barley producers the sum of $1.05 
per bushel, in store at Thunder Bay or Vancouver for the 
grade No. 3 Canada Western Six Row; the Board will pay 
to any person nine cents per bushel for the same grade 
between August 1 and October 16, 1972. (October 12, 
1972) 


AID AGREEMENT FOR ONTARIO AND 
QUEBEC FARMERS 


In August, Federal Agriculture Minister H.A. Olson 
announced a $20 million federal-provincial aid program 
for farmers in Ontario and Quebec. The assistance 
program includes these aspects: 


Loans at preferred rates to farmers who are short of 
operating capital. 

Fodder subsidy with one-third of the transport 
costs paid by the program. 

Subsidy on cattle fees; an amount up to a 
maximum of $800 per farm. 

Cash grants for example, “no dairy farmer will lose 
subsidy eligibility quota due to production cuts 
forced by catastrophic weather conditions”. 22,500 
farmers in wet-damaged areas in Ontario and 
Quebec will receive $400 cash grants. 


EGG AGREEMENT 


This agreement, signed by Federal Agriculture Minister 
H.A. Olson and the nine provincial Ministers of 
Agriculture during the Canadian Agricultural Outlook 
Conference, should improve the marketing system for 
Canadian eggs. “These improvements should introduce 
savings within the marketing system which can be passed 
on to producers in the form of improved incomes and 
income stability”’, said Mr. Olson. 
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FINANCIAL ADMINISTRATION ACT 


(Animal Blood-Typing Fees Regulations) 


The geneticists employed by the Health of Animals 
Branch of the Department of Agriculture will charge 
$22.00 for the blood-typing (except for freemartinism) 
of each animal, and $35.00 for the freemartinism 
blood-typing of each animal. (November 6, 1972) 


AGREEMENT ON SMALL FARMS DEVELOP- 
MENT PROGRAM 


In August Federal Agriculture Minister H.A. Olson and 
Ontario Agriculture Minister W.A. Stewart signed an 
agreement to implement the Small Farms Development 
Program in the province of Ontario. This program will 
help farmers to develop more profitable farms. The 
objectives of the agreement are to: 

- “facilitate land transfers toward the development 
of economically viable family farms; 

- assist owner-operators of small farms to realize on 
their equity in their farm holdings.” 


In October H.A. Olson and New Brunswick Agriculture 
Minister J.S. Brooks signed the same agreement men- 
tioned above. 


In November H.A. Olson and British Columbia 
Agriculture Minister Dave Stupich also signed the same 
agreement. 


Alberta was the first province to enter the Small Farms 
Development Program. 


oie, 


PUBLICATIONS 


ECONOMICS BRANCH PUBLICATIONS 


National and Regional Economic Models of Agriculture. 
R.K. Eyvindson, Research Division, Economics Branch. 
148p. Graphs. Pub. No. 72/9. 


Agricultural Statistics for Canada. 
Economics Branch. 97p. Tables. Revised 1972. Pub. No. 
71/6. 


Provincial Agricultural Legislation in Western Canada, 
1971. T.F. Joyce, Economics Branch. 122p. 1972. Pub. 
No. 72/8. 


Outlook ’73 - Situation ’72. Market Outlook Section, 
Marketing and Trade Division, Economics Branch, 
Agriculture Canada, Ottawa, 1972. This publication 
contains the background material for the 33rd Canadian 
Agricultural Outlook Conference held on November 20 
and 21, 1972. The Situation papers describe the recent 
trends in the production and marketing of agricultural 
commodities and the Outlook papers give the expected 
future trends for the same commodities. 


A second bulletin Proceedings ’72, contains the speeches 
presented at the Conference, and report on the implica- 
tions and alternatives of the outlook statements. 


AGRICULTURE CANADA PUBLICATIONS 


Available from the Information Division, Agriculture 
Canada, Ottawa, Canada, K1A OCS 


Growing Vegetables in the Prairie Garden. C. Walkf, 
Research Station, Morden, Manitoba. 1958. Reprinted, 
1972. 18p. Illus., table. Cat. No. A53-1033. Free. 


Growing Red Raspberries in Eastern Canada. D.L. Graig. 
Ottawa, 1964. Reprinted, 1972. 15p. Illus., tables. Cat. 
No. A53-1196. Free. 


Origin of Livestock Marketed. Monthly report. Cat. No. 
77-11/42-3. Free. 


Reclaiming Acid Dome Peat Bags for Agricultural Use. 
J.J. Jasmin and H.B. Heeney. Ottawa, 1960. Reprinted, 
1972. 15p. Illus., tables. Cat. No. A53-1089. Free. 


Newcastle Disease. J.E. Lancaster, Health of Animals 
Branch. A review of some of the literature published 
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between 1926 and 1964. Ottawa, 1966. Reprinted, 
1972. 188p. Illus., tables, figures, graphs, maps. Cat. No. 
A63-1254. $2.00 per copy. 


Dairy Produce Market Report. Weekly departmental 
publication. Cat. No. A77-7/47-41. Free. 


GOVERNMENT OF CANADA PUBLICATIONS 


Available from Information Canada, 171 Slater Street, 
Ottawa, K1A OS9 


Soil Capability for Agriculture: Canada Land Inventory. 

Environment Canada, Ottawa. Folded map with general 

description and descriptive legend. 35¢ per copy. 

1) 31H= Montreal, Quebeco 91972." Gat= eNO; 
64-2/31H. 

2) 83G-Wabamun Lake, Alberta. 1972. Cat. No. En. 
64-2/83G. 


En. 


Land Capability for Wildlife - Ungulates: Canada Land 
Inventory. Environment Canada, Ottawa. 62J - 
Neepawa, Manitoba. 1972. Folded map with general 
description and descriptive legend. Cat. No. En. 64-4u/ 
62J. 35¢ per copy. 


Animal Contagious Disease Act. Administered by the 
Health of Animals Branch, Department of Agriculture. 
R.S.C. 1970. C. A-13 and the regulations made 
thereunder. Office Consolidation. Ottawa 1972. 107p. 
Cat. No. YX-75-A-13-1970. Free. 


STATISTICS CANADA PUBLICATIONS 


Available from the Publications Distribution Unit, 
Statistics Canada, Ottawa, K1A O0T7 


Agriculture: Number and Area of Census Farms, Census 
Subdivisions. Census of Canada, 1971. Advance bulle- 
tins. Ottawa, 1972. 69p. Tables, map fold. Cat. No. 
CS96-728. $1.50 per copy. 


Dairy Product Industry. Annual census of manufactures. 
Ottawa, 1972. 12p. Cat. No. 32-209/1970. SO¢ per 
copy. 


Census of Canada. 1971. Advance bulletin prepared in 
the Census Division. A-A-5. Agriculture: Census-farms 
by economic class; farms with sales of $2,500 or more 
by product types. Ottawa, 1972. Tables, maps. Cat. No. 
CS96-722. 75¢ per copy. A-A-7. Agriculture Irrigation. 
Ottawa, 1972. Tables, map fold. Cat. No. CS96-724. 
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Farm Cash Receipts. Monthly. Bilingual. Cat. No. 
CS21-001. 20¢ per copy, $2.00 per year. 


Farm Input Prices Indexes. Quarterly. Bilingual. 1972. 
Cat. No. 62-004. 25¢ per copy, $1.00 per year. 


Farm Implement and Equipment Sales. Vol. 14 No. 7, 
January 1 to July 31, 1972. Cat. No. CS57-002. $3.00 
per year. 


Report on Livestock Surveys: Pigs. Monthly. Bilingual. 
Cat. No. CS23-005. 25¢ per copy, $1.00 per year. 


Feed Industry. Annual Census of manufactures. Ottawa, 
1972. 14p. Tables. Cat. No. CS32-214/1970. 50¢ per 


copy. 


OTHER PUBLICATIONS 


Economic Influence of the Canadian Agriculture and 
Food System. P.F. Appleton. Agricultural and Econo- 
mics Research Council of Canada, Ottawa, 1972. 9p. 


Alternatives for the Ontario Tender Fruit Industry. E.L. 
Chudleigh. Ontario Food Council. 


Ninth Annual Review: The years to 1980. Prepared and 
published by the Economic Council of Canada. Nov. 
1972. 107p. Cat. No. EC21-1/1972. $2.50 per copy. 


The Economy to 1980: Staff Paper. Prepared and 
published by the Economic Council of Canada. Nov. 
1972. 334p. Cat. No. EC21-1/1972-1. $3.50 per copy. 


The Niagara Escarpment Study Belt Report. Coordi- 
nated by Prof. L.O. Gertler and prepared by the 
Regional Development Branch of Ministry of Treasury, 
Economics and Intergovernmental Affairs. 


Farm Machinery Costs. M. Maisonneuve and J. Short- 
reed, Marketing Division, Production Economics Branch, 
Alberta Department of Agriculture. 86p. 1972. Agdex 
825/12. 3m.9.72. 


Manitoba, 1971 Farm Summary by Size. For the area 1, 
Red River Valley and adjacent districts, the area 2, 
South Central and South Western districts, the area 3, 
Western and North districts, the area 4, Interlake and 
South Eastern districts. Economics Branch, Manitoba 
Department of Agriculture. 1971. Maps, tables. 


Agriculture and the Environment. Ontario Institute of 
Agrologists. 1972. 14p. 
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Simulation as an Aid to Decision Making. T.G. 
MacAulag, School of Agricultural Economics and 
Extension Education, University of Guelph. 1972. 21p. 
Working Paper AE/72/17. 


An Appraisal of the Reliability of Different Systems of 
Measuring the Composition of Milk Bulk Tanks in 
Ontario. M.A. MacGregor and D.A. Head, School of 
Agricultural Economics and Extension Education, 
University of Guelph. 1972. 52p. Publication AE/72/16. 


Farmer Buying Behavior, An Integrated Review of 
Literature. T.H. Funk, School of Agricultural Economics 
and Extension Education, University of Guelph. 1972. 
34p. Working Paper AE/72/16. 


A Study of Grain Transportation in Eastern Canada. 
Commissioned by the Grain Group under Otto Lang. 
Toronto, Kates, Peat, Marwick. 1972. 2 volumes. 


Canadian Rural Sociology Bibliography. M. Richeson. 
Council of Planning Librarians, Monticello, Illinois. 
1971. 58p. 


Contract Farming. E. Roy. 4th ed. Interstate Publishing 
Corporation, Danville, Illinois. 1972. 661p. 


Bargaining Power for Farmers. National Farm Institute, 
Des Moines. Iowa State University Press, Ames. 1968. 


132p. 


Rural Development in a Changing World. R. Weitz. MIT. 
Press, Cambridge, Massachusetts. 1971, 587p. 


Livestock and Meat Marketing. J.H. McCoy. Avi Publi- 
shing Co., Wesport, Connecticutt. 1972. 465p. 


Vertical Coordination in the Pork Industry. Symposium 
edited by R.E. Schneidau and L.A. Duewer. Avi Publi- 
shing Co., Wesport, Connecticutt. 1972. 277p. 


Reading in Egg Pricing. G. Rogers. University of Missouri 
College of Agriculture, Columbia. 1971. 271p. 


Midwest Farm Planning Manual. C. James. Iowa State 
University Press, Ames. 1969. 345p. 


CORRECTION 


Volume 7, Number 4, October 1972 


Page 3, column 1, line 1 - “exports” should read 


“cheddar cheese exports” 
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DETERMINANTS OF CHANGE IN CANADIAN 
BEEF CATTLE SLAUGHTER 


Today, the cattle business is by far the largest agricul- 
tural enterprise in North America. In both Canada and 
the United States, farm cash income from the sale of 
cattle and calves for slaughter produces about one- 
quarter of all cash receipts from farm marketings, nearly 
twice as much as any other farm product. Similarly, 
consumers spend nearly twice as much for beef as for 
any other food. 


According to many authorities, the Canadian beef 
industry is at an important turning point. Cattle 
slaughter, after increasing at a slower rate than usual for 
the last few years, now seems likely to increase at a 
faster rate during the next few years. This potential 
upturn in cattle slaughter is of real significance to beef 
cow and feedlot operators, packers and the consuming 
public. 


Recently, at the National Beef Seminar in Calgary, Mr. 
Charlie Gracey, Manager of the Canadian Cattlemen’s 
Association, in his paper “Canadian Beef Production 


*This article is based on a paper delivered by A.M. Boswell, 
Economics Branch, Canada Department of Agriculture, Ottawa, 
to the National Beef Seminar ‘“‘Planning For Profit’’, which was 
held in Calgary, on November 6, 1972. These comments were in 
response to the paper, ‘‘Canadian Beef Production Today,” by 
Mr. Charles Gracey, Manager, Canadian Cattlemen’s Association. 
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The pattern of cattle numbers on farms and slaughtering 
levels tend to follow cyclical patterns, that are highly 
correlated. 


In 1968, beef cow operators in North America made the 
decision to start a new cattle cycle by increasing the size 
of their beef breeding herds. 


Building-up beef herds reduces cattle slaughter in the 
short run, raises cattle prices, and thereby feeds the fire 
built under herd expansion. 


A.M. Boswell * 


Today” raised some very important and timely 
questions: “Is the Canadian beef cow herd large 
enough? Is it too large? Are we near another peak in 
the cattle cycle or will expansion continue another year 
or more? ”’ 


IMPORTANCE OF CATTLE CYCLE 


In the past, cattle and calf numbers on farms and beef 
slaughter tended to increase by turns; that is, one 
follows the other.’ The number of cattle and calves 
increases faster than slaughter for a few years, then 
slaughtering levels catch up and increase faster than 
numbers on farms. Slaughter and feeder cattle prices, 
rise most rapidly when slaughtering is restricted by 
producers in order to enlarge breeding herds. When 
slaughter and beef output are increased significantly, 
cattle prices usually increase very little, or decline. 


The variations in total cattle and calf inventories on 
farms has been regular enough in the past to be called by 
many a “‘cattle cycle.’”’ However, the cattle cycle is not 
a smooth affair, and because of such influences as wars, 
droughts, expanding beef demand and the changing 


a1 Su: Simerl, Beef Industry Is At a Turning Point, Cooperative 
Extension Service, College of Agriculture, University of Illinois, 
Urbana, Illinois, January, 1973. 


structure of the cattle industry no two cycles have been 
exactly alike. Nevertheless, the cattle numbers cycle is 
an important analytical tool for predicting cattle 
slaughter, and for a period of years, the best single 
indication of the past beef supply situation in Canada.” 


Since 1950, the Canadian beef industry has experienced 
two complete cattle numbers cycles; from 1950 to 1958, 
and again from 1959 to 1968 (Figure 1). It is of 
considerable importance to note that in the United 
States two complete cattle numbers cycles have also 
occurred during the same period. The current situation 
with respect to beef production is significant because in 
both countries a new cattle numbers cycle commenced 
in 1969 and has been on the upswing since then. 


Determining which phase a cattle cycle is in becomes 
fundamental to understanding what is happening in the 
beef industry. Depending on whether cattle numbers on 
farms are on an upward trend as in 1959 to 1965, 
downward as in Canada during 1965 to 1968, or 
levelling off as in the U.S., will greatly influence the level 
of beef slaughter as shown in Figure 2. The phase of the 
cycle also has a major bearing on prices, consumption 
and trade. 


IMPORTANCE OF U.S. CATTLE CYCLE TO 
CANADA 


Large flows of goods and services move between Canada 
and the U.S. This is especially the case in live cattle and 
dressed beef. Institutional barriers to trade, such as 
tariffs and quotas have a minimal effect. Two-way trade, 
along with the close proximity of the Canadian and U.S. 
cattle industry, results in similar base-point pricing and 
price movements, within what is commonly called a 
“North American market”. As a result, the movement of 
cattle numbers and beef output in Canada is directly tied 
to conditions in the United States, especially cattle 
prices. This close relationship is illustrated in the 
enclosed figures. 


Thus, when rationalizing the economic trends of the 
Canadian beef industry, the powerful influence from the 
large U.S. beef industry cannot be overlooked. The U.S. 
market has often provided an important safety valve for 
our market when feeder or slaughter cattle exceeded our 
requirements. This was the case during the mid 1960’s. 
In recent years, the U.S. markets have been a source of 
live cattle for slaughter in Canada. 


John Ferris, Factors Affecting Cattle Prices, Michigan State 
University, Publication No. 25, July, 1969. 


REASONS FOR BEEF CATTLE CYCLE 


The present nature of cattle production is such that the 
pattern of cattle numbers on farms and slaughtering 
levels tend to follow cyclical patterns, that are highly 
correlated. This suggests that most of the cyclical 
pattern in the cattle numbers cycle is in the beef 
component rather than in dairy cattle numbers. In fact, 
since the early 1950’s dairy cow numbers have been 
steadily declining in both Canada and the U.S. whereas 
beef cow numbers have sharply increased. Notwith- 
standing the importance of dairy beef, the variations in 
total cattle inventories shown in Figure 1 are basically 
due to the variations in the growth rate of beef cow 
numbers and beef cattle slaughter. 


The reasons for the cyclical pattern of cattle numbers on 
farms and slaughtering levels are mainly related to the 
expectations of cattle producers themselves and the nature 
of the cattle business. Cattle producers (ranchers and 
feeders) tend to base price and/or profit expectations on 
actual prices received in the present and recent past. 


There are several ways beef producers can respond to 
price expectations. In the short run, cattle producers can 
step-up beef production by feeding to heavier weights 
and by feeding out more calves (mainly veal calves) to 
maturity. This trend explains nearly all of the recent 
increases in beef tonnage in Canada, and to a lesser 
degree the U.S., since 1965. However, major increases in 
beef output, particularly fed beef, must follow a 
build-up in the basic beef cow inventory. Increasing beef 
production by this means takes a minimum of nearly 
three years. In the past, with this much time lag, 
expansions and/or contractions in beef output often go 
too far before being reflected in market prices, causing 
overadjustment in the other direction. 


The 1950-58 Cycle 


This can be illustrated by what happened in the 1950-58 
cycle. In both Canada and the U.S., slaughter and feeder 
cattle prices were at record levels during 1950-52. This 
set the stage for cattle expansion in both countries — 
Canada until 1957 and the U.S. until 1956 (Figure 1). In 
both countries, feeder steer prices declined from the 
relatively high levels of over $32 per cwt. during 
1950-52, to less than $20 in 1955-1957. The result was 
an increase in cow slaughter, followed by a decrease in 
cattle numbers on farms, and a corresponding decrease 
in total slaughter. This resulted in a sharp rise in 
slaughter and feeder cattle prices begining in 1958 
(Figures 3 and 4). 
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CATTLE AND CALVES ON FARMS, 1950-72 
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CHOICE STEER PRICES - TORONTO AND OMAHA 
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FEEDER STEER PRICES -CALGARY AND KANSAS CITY 


All Grades - 500 Pounds and Over 
CAN. $- PER CWT. 
40 


1956 ‘57 ‘58 ‘59 ‘60 ‘él ‘62 ‘63 ‘64 ‘65 ‘66 ‘67 ‘68 ‘69 ‘70 TAL ‘72 


FIGURE 4 


CANADIAN FARM ECONOMICS Vol. 8 No. 1 


PRICE OF GOOD FEEDER & CHOICE STEERS IN 
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FIGURE 5 


The 1959-68 Cycle 


The sharp rise in cattle prices in 1958 set the stage for 
the upswing of a new cattle numbers cycle beginning in 
1959. Numbers on farms increased rapidly until 1965. 
An unusual sharp slaughter increase in 1960, followed 
by a severe drought in 1961, adversely affected cattle 
prices during this period. However, prices recovered and 
in 1962 were at high levels. 


From 1965 to 1968, total cattle numbers in Canada 
declined, but remained somewhat stationary in the U.S. 
This situation directly reflects the sharp break in the 
level of feeder cattle prices during 1964, which 
paralleled the decrease in fed cattle prices. This indicates 
that the demand for feeder cattle is basically a derived 
demand from the price of slaughter cattle.° 


3AM. Boswell and G.A. MacEachern, Determinants of Changes 
in the North American Feeder - Cattle Economy, Canadian 
Journal of Agriculture Economics, Volume XV, No. 1, 1967. 
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The Current Cycle 1969 — ? 


Since 1965, feeder cattle prices in both Canada and the 
U.S. moved sharply upward. Thus, in about 1968, as 
reflected in the relatively sharp increase in cattle 
numbers beginning in 1969, beef cow operators on this 
continent made the decision to start a new cattle cycle 
by increasing the size of their beef breeding herds. Since 
1969, this upward trend in beef cattle numbers on farms 
and ranches has continued. 


However, the recent upturn in cattle numbers required a 
relatively long period of time to develop and sharply 
higher feeder cattle prices than compared with any 
previous upturn. This, in effect, partly underlies the 
rapid rise in beef production costs. 


The recent rise in cattle numbers has not yet been 
reflected in sharply higher cattle slaughter. In addition 
to the time lag from expansion of the breeding herd to 
resulting slaughter, the process of building-up (or liqui- 


TABLE 1 — TOTAL CATTLE AND CALVES, BEEF COWS, AND TOTAL CALVES ON FARMS, CANADA 
(JUNE 1), U.S.A., (JANUARY 1) 


% Change %o Change 

‘ Unit 1964 1969 1964 to 1969 1971 1972 1971 to 1972 
Canada 
Cattle-Calves on Farms 000 head 12,994.0 12,586.0 =e! 13,270.9 13,656.5 +3 
Beef Cows on Farms 000 head 2,830.1 2,939.1 +4 3,514.3 3,679.4 +5 
Calves on Farms 000 head 2,595.0 3,429.9 -4 3,666.7 3,801.6 +4 
Calf Slaughter 000 head 1,153.7 903.5 -22! 763.7 sh eS: 
Cattle Slaughter 000 head 2,965.8 3,254.6 +10! 3,299.3 3,390.0 +3P 
Dressed Weight Mil. Ib 1,573.5 1,801.3 +14? 1,836.6 = as 
United States 
Cattle-Calves on Farms 000 head 109,000.0 112,303.0 “+3 114,470.0 117,916.0 me 
Beef Cows on Farms 000 head 32,794.0 35,250.0 +7 37,533.0 38,725.0 +3 
Calf Crop on Farms 000 head 43,809.0 45,196.0 are 46,974.0 48,445.0 are. 
Calf Slaughter 000 head 7,254.0 4,863.0 -33} 3,689.0 3,051.3 = AbZh 
Cattle Slaughter 000 head 30,818.0 35,237.0 +14! 35,585.0 774.0 1k 
Dressed Weight Mil. tb 18,456.0 21, 158.0 +15? 21,697.0 = - 


1 Commercial slaughter, inspected plus uninspected. 
Cold dressed carcass weight. 
p =preliminary. 


dating) beef cow herds adds another element of 
instability to the cattle market. Building-up beef herds 
requires holding back more cows and heifers which 
normally would go to slaughter. This reduces cattle 
slaughter in the short run, raises cattle prices, and 
thereby feeds the fire built under expansion. This was in 
part the situation during 1962-72, when annual cow 
slaughter in Canada averaged 610 thousand head, 16 
percent below the 1963-66 average. 


EXPANSION OF BEEF COWS TO CONTINUE 


‘Many of the forces that have generated the recent beef 

cow build-up in North America are still active*. The key 
element was the rapid rise in feeder cattle prices to 
record levels in 1972, which provided the basic incentive 
to producers for further herd expansion. The growth in 
demand for beef has been the dominant factor in 
generating higher feeder cattle prices. In addition, the 
recent growth and development of the feedlot enter- 
prise, especially in Canada, has also stimulated feeder 
cattle prices. Therefore, feeder cattle prices have become 
responsive to changes on the supply side of the beef 
industry in addition to the demand for fed beef. This has 
contributed to the fact that, price margins between 
feeder and finished cattle prices have become quite 
commonly negative, affecting the profitability of the 
feedlot business (Figure 5). 


Other factors which have helped account for the 
increased relative importance of beef production in 


4 Glenn Grimes, Feeder Cattle and Beef Cows, University of 
Missouri, Columbia, Midwest Conference of Outlook, Urbana, 
Illinois, August, 1972. 


North America are: some shift from dairy to beef; a 
growing number of part-time farmers with a strong 
preference for a beef enterprise, particularly in the 
United States the increased carrying capacity of land; 
and reduced labor required by the beef enterprise 
compared to many other enterprises. On balance, 
however, some of these factors have been offset by the 
rapid price rise in production inputs, e.g., land, feeds, 
capital, breeding stock, and labor rates. 


The significance of the current cattle inventories is 
twofold: how much change in cattle inventories is 
occurring and what is the duration of the upswing in 
total cattle numbers now underway. If inventory 
estimates in both Canada and the U.S. are valid then 
sometime soon cattlemen will begin to send increasing 
numbers to market. With respect to the duration of the 
increase in cattle numbers, the last two upswings in 
numbers lasted about seven years. Based on the past two 
cycles, this would indicate a continued expansion in beef 
cow numbers and thus beef output until at least 1975. 
For example, from 1959 to 1966, when cattle numbers 
increased sharply, the annual rate of increase in 
Canadian beef output in pounds was 6.2 percent (U.S., 
5.5 percent). From 1966 to 1971, the annual increase in 
Canada was less than one percent (U.S., 2.2 percent). 


However, when using past cattle cycles to project the 
current one, there are some important changes that must 
be considered. 


On the demand side, the beef price situation on this 
continent is currently affected by the fundamental 
principle that beef is in a demand-dominated market, 
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even though beef supplies per person are currently at 
record levels. In short, beef prices have risen because of 
increased consumer demand. This is not only due to 
population growth, but also to the rapid rise in 
consumers real income, and the increasing preference 
expressed by consumers for beef. This situation does not 
only apply to North America but also throughout many 
countries of the world. 


Furthermore, about forty percent of the total growth in 
Canadian food sales during the last ten years was from 
the food service industry, i.e. away-from-home eating. 
This is important to the beef industry and extremely 
important in the future, because the more people eat 
out, the proportionately more beef people eat. 


On the supply side, increased beef tonnage on this 
continent in the 1970’s will be tied directly to the rate 
of increase in beef cow numbers. The cost of producing 
beef in the 1970’s will no doubt average above that of 
the 1960's. 


The probability exists that within the next few years 
beef production may be growing faster than demand, 
with resultant price declines to producers. The industry 
cannot afford to be complacent about this possibility. 
However, this possibility is not nearly as alarming as the 
same outlook would have been a decade ago’. 


For a number of years, beef production has increased 
faster than the number of beef cows or the calf crop 
(Table 1). This has been possible because of a continued 
trend toward slaughtering a larger share of our animals, 
especially dairy steers, as cattle rather than calves and by 
grain feeding a larger proportion of cattle. This is still 
going on, but the point will soon be reached where 
essentially everything is fed that is fit to feed. So the 
potential for a six percent increase in the cow herd does 
not necessarily mean an even greater year-to-year 
increase in beef tonnage, as it might have several years 


ago. 


Furthermore, we should not overlook the fact that 80 
percent of the farms reporting beef cows in the 1971 
census were in the class of 32 beef cows or less per farm. 
Another important relative statistic from the 1971 
census is that over one-half of the Canadian beef cow 
herd of 3.5 million head are in herds of less than 50 
cows per farm. Adequate cattle prices to this group of 
cattle raisers are imperative if Canada expects to increase 
its beef production during the 1970’s. From this, one 
can conclude that one of the opportunities for 
expansion is in the smaller beef herds. However, unless 


5 Doane’s Agricultural Report’s, This Business of Agriculture, St. 
Louis, Missouri. 
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cattle prices are good, the small herd owners will not 
respond because the economic rewards are not that 
great. The response of small scale beef cow herd owners 
will be a key factor to our future beef supplies, as they 
can drop out of the business a lot quicker and easier 
than a rancher with 100 cows or more. 


CONSUMERISM 


We live in an increasingly consumer-oriented economy 
where governments have become more aware of 


“Consumerism”. Cattlemen should never forget that 
while farmers have already established the amount 
of beef to be produced within the next several 
months, consumers will determine how much they are 
willing to pay for beef. That, in turn, helps to set the 
price that packers will generally pay for cattle. Although 
the action of one consumer alone has no influence on 
the market, there are several million consumers in North 
America controlling the spending of millions of dollars 
for beef each week. Thus, they exert a major control 
over beef cattle prices and can be expected to do so 
during the 1970's. 


SUMMARY 


The beef production system is highly complex and helps 
to illustrate the complexity of the beef industry maze. 


In the production of beef, excess output tends to last 
longer than for other agricultural products and shortages 
also tend to last longer. It takes considerable time to 
slow down beef production as well as to gear up for 
more production. This is why the industry must keep a 
constant watch on production as related to market 
demand. 


In the short run, beef production can be increased 
within limits by increasing slaughter weights and 
changing the proportion of veal calves carried to 
maturity for slaughter. However, the wide swings in beef 
slaughter arise from changes in the size of the national 
beef cow herd. This process takes up to five years or 
more before the full impact is realized. 


The sequence of events which develops as the cow herd 
expands or contracts, is quite complex. The rise or fall 
of feeder cattle prices is a key element in producers’ 
decisions affecting the expansion or contraction of 
breeding herds. 


The rapidly expanding demand for beef and the 
changing structure of the cattle industry will continue to 
reshape the cattle cycle. Nevertheless, the cycle still is 
one useful analytical tool for looking into the future of 
the beef industry. 


ALFALFA SEED PRODUCTION 


sion 


seed sources. 


K.D. Russell 


Recently, farmers in western Canada have shown great 
interest in several crop and livestock enterprises that 
were traditionally of minor or sporadic interest. This 
interest is partially due to four main factors: 


(1) The search for sources of cash income to alleviate 
cash flow problems created by grain marketing 
difficulties, 

(2) Incentives of various kinds that were designed to 
reduce wheat production and encourage diversifica- 
tion, 

(3) Changes in relative prices of products, and 

(4) New technology which has improved the relative 
competitive position of these enterprises. 


Examples of crops that have been influenced by these 


factors are rapeseed, flax, mustard, sunflowers, and 
alfalfa seed. 


This article reviews production trends and technological 
developments for alfalfa seed (Medicago sativa L.) and 
examines the production costs and market potential. Its 


*Mr. K.D. Russell and Dr. B.H. Sonntag are research economists 
with the Economics Branch of Agriculture Canada at the 
Lethbridge Research Station. 


The potential for expan- 
in the domestic al- 
falfa seed market depends 
greatly on the ability of 
western Canadian farmers 
to produce varieties of seed 
adapted to other regions in 
competition with current 


B.H. Sonntag* 


primary purpose is to inform farmers, extension 
workers, and researchers of the current situation in this 
industry and the potential of this crop for western 
farmers. 


TRENDS IN PRODUCTION AND TRADE 


Alfalfa seed production in Canada has been highly 
variable, but generally a downward trend. From 1951 to 
1970, seed production ranged from a high of 13.5 
million pounds (1952) to a low of just over 1.0 million 
pounds (1969) (Table 1). 


During the 1951-56 period seed production averaged 7.2 
million pounds and fluctuated between 3.8 million and 
13.5 million. During the next five-year period, average 
output of alfalfa seed declined to 3.5 million pounds and 
fluctuated between 1.3 million and 6.0 million pounds. 
Average output increased slightly to 4.4 million pounds 
and ranged from 3.2 million to 5.8 million pounds in the 
1961-66 period. Production declined again in the next 
five-year period averaging 2.7 million pounds and 
ranging from 1.0 million pounds in 1969 to 5.6 million 
pounds in 1967. 
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TABLE 1. ALFALFA SEED PRODUCTION IN CANADA BY PROVINCES, 1951-70 


Average Average 
1951-56 1956-61 1961-66 1966-67 196768 1968-69 1969-70 1970-71 1966-71 
— ‘000 pounds — 

Canadas t-tacaci« cu cinenre 24 coptape E237 3,511 4,439 2,139 5,602 1,880 1,064 2,689 2,675 
OnNtanlOmerey ete an sucess cite 1,005 558 852 843 207 40 221 164 294 
Manitobammeecn-ecnss hs sean 1,355 1,008 1,054 750 1,750 250 178 950 775 
Saskatchewan wn. a «aca 780 640 480 125 1,000 500 100 500 445 
INVSIRE) 16 oth BAe OMe, ma 3,683 1,206 1,969 371 2,452 990 550 1,020 1,077 
Ein Gol) 66666406 412 99 84 50 200 100 15 55 84 


Source: The Canadian Agricultural Situation, several issues, 1968-71, Marketing and Trade Division, Economics Branch, Canada 


Department of Agriculture. 


The three Prairie Provinces produce over 80 percent of 
Canada’s alfalfa seed. About 45 percent of the total is 
produced in Alberta. Manitoba ranks second with an 
average of 23 percent and Saskatchewan is third with 13 
percent. 


The downward trend in seed production, coupled with 
an increase in seed use, resulted in Canada being a net 
importer of alfalfa seed throughout the 1956-71 period. 
Domestic disappearance averaged 5.3 million pounds in 
the 1956-61 period and 6.9 million pounds in each of 
the subsequent five-year periods (Table 2). Meanwhile, 
exports have declined steadily. The average difference 
between production and domestic disappearance of 
alfalfa seed increased from 1.8 million pounds in the 
1956-61 period to 4.3 million pounds in the 1966-71 
period. 


Alfalfa seed production locations within the Prairie 
Provinces have changed several times during the last 30 
or 40 years. Prior to 1940 the Eastern Irrigation District 
in southern Alberta was an important alfalfa seed 


production area. Since then alfalfa seed production has 
been concentrated in the Parkland areas of the Prairie 
Provinces. The 1961 Census of Agriculture shows, for 
example, that in Alberta in the 1960-61 crop year, 85 
percent of the alfalfa seed was produced in census 
divisions 10 to 15 (roughly the area north of 
Edmonton). Similar concentrations occurred in the 
Parkland areas of Saskatchewan and Manitoba. Recently 
the Eastern Irrigation District has once again become an 
important alfalfa seed producer. Although the 1966 and 
1971 censuses do not show alfalfa seed production by 
census division, data from other sources indicate that 
about half of the alfalfa seed produced in Alberta is now 
grown in the Eastern Irrigation District. In the 1960-61 
crop year the census division in which this area is 
situated produced only 10 percent of Alberta’s alfalfa 
seed. 


PRODUCTION TECHNOLOGY 


The historical production pattern for alfalfa seed can 
probably be attributed primarily to problems associated 


TABLE 2. ALFALFA SEED: SUPPLY AND DISPOSITION, CANADA, 1956-71 (CROP YEAR ENDING JUNE 30) 


Average 
1956-61 1961-66 1966-67 1967-68 1968-69 1969-70 1970-71 1971-72 
— ‘000 pounds — 
Stocks, beginning of year i223 1,680 1,464 1,484 4,080 1,482 1,058 2,738 
Hiren 5540500008 3,511 4,439 2,139 5,602 1,880 1,064 2,689 
impOrtse wits tae ate nc clns 3,653 3,464 4,533 3,052 3,215 7,581 5,882 
motalisupply. se eara nt tet 8,387 9,583 8,136 10,138 9,175 10,127 9,629 
EXDOr tsa ee ety ore Sia 1,229 536 475 280 150 140 
Available for domestic use 7,016 8,354 7,600 9,663 8,895 9,977 9,489 
Domestic disappearance . . 5,336 6,890 6,116 5,583 7,413 8,919 6,751 


Source: The Canadian Agricultural Situation, several issues, 1968-71, 


Department of Agriculture. 
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Marketing and Trade Division, Economics Branch, Canada 


with pollination. In the past, agronomists recommended 
the use of relatively small fields near areas of bush or 
rangeland for alfalfa seed production’. This practice was 
recommended to facilitate pollination by wild insects. 
The population and activity of wild pollinating insects 
varied considerably and, hence, seed set was uncertain 
and sporadic. Fields where seed set was unsatisfactory 
were often harvested for hay. Honey bees were tried as 
an alternative to wild bees but proved to be inefficient 
pollinators of alfalfa. Various mechanical pollination 
techniques were also found to be unsatisfactory. 
Another factor contributing to pollination difficulties 
was clearing and breaking activity, which eliminated the 
habitat of native bees. The relocation of alfalfa seed 
production from southern to northern areas in the 
1940’s and 1950’s and the subsequent decline in 
production can probably be attributed to this activity. 


The renewed interest in alfalfa seed production, 
especially in southern Alberta and Saskatchewan, can be 
attributed, in large measure, to work by Canadian 
entomologists and agronomists that resulted in the 
domestication of the alfalfa leafcutter bee (Megachile 
rotundata F.) and the development of management 
techniques for the effective utilization of this bee as a 
pollinator”. The alfalfa leafcutter bee cannot naturally 
survive Canadian winter. However, this bee readily 
adapts its next-building activities to man-made domiciles 
and can, therefore, be “‘managed”’ to become an effective 
alfalfa pollinator. 


The alfalfa leafcutter bee works particularly well in 
southern areas of the Prairie Provinces where climatic 
conditions during alfalfa blooming are conducive to 
nest-building and, hence, pollination activity®. Although 
this bee is being used in more northerly areas it is less 
effective there because climatic conditions reduce the 
number of its flying hours and, hence, its pollination 
activity. This is one of the major factors responsible for 
the recent regional shift in alfalfa seed production. 
Associated with the regional shift in production is a 
marked tendency towards larger fields and specialized 
seed production practices. Practices such as row- 


1 
Bolton, J.L. Alfalfa Seed Production in the Prairie Provinces, 
Canada Department of Agriculture Pub. 984, 1956. 


See the following publications by the scientists responsible for 
the development of these techniques: 

Hobbs, G.A. Domestication of Alfalfa Leaf-Cutter Bees, Canada 
Department of Agriculture, Pub. 1313, 1967. 

Hanna, M.R. and G.A. Hobbs, Alfalfa Seed Production in 
Southern Alberta, Research Station mimeo, Canada Department 
of Agriculture, Lethbridge, 1971. 


3See Hobbs, G.A., op. cit, p. 4. 
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TABLE 3. ALFALFA SEED YIELD ON IRRIGATED 
LAND — SWIFT CURRENT! 


Variety 1970 1971 
— pounds per acre — 
Roamer 455 366 
Rambler 446 384 
Beaver 491 402 
Vernal 535 420 
Average 482 392 
Source: D.H. Heinrichs, Canada Department of Agriculture, 


Research Station, Swift Current. 
In these trials alfalfa leafcutter bee populations were considered 
to be adequate for effective pollination. 


cropping and low-density planting, which are designed to 
facilitate pollination activity, have made the harvesting 
of hay a less attractive alternative than former pro- 
duction practices. 


The Research Stations of the Canada Department of 
Agriculture at Swift Current and Saskatoon have been 
conducting alfalfa seed yield variety tests for several 
years. Results of these tests on dryland and irrigated 
land indicate the yield levels that can be achieved with 
good management techniques (Tables 3 and 4). Yields 
on dryland are more variable and tend to average about 
55 percent of yields achieved with irrigation. 


TABLE 4. ALFALFA SEED YIELD ON DRYLAND — 
SASKATOON! 


Variety 1968 1969 1970 1971 
— pounds per acre — 
Roamer 147 260 232 183 
Rambler 169 359 325 U7 
Beaver 162 325 310 225 
Ladak 171 343 328 198 
Average 162 322 299 194 
Source: D.H. Heinrichs, Canada Department of Agriculture, 


Research Station, Swift Current. 
In these trials alfalfa leafcutter bee populations were considered 
to be adequate for effective pollination. 


PRODUCTION COSTS 


The annual cost of seed production per acre in southern 
Alberta and Saskatchewan, excluding pollination costs, 
was estimated to be $46.88 on dryland and $77.31 on 
irrigated land (Tables 5 and 6). Pollination costs vary 
with yield since in many cases pollination services are 
custom contracted on a crop share basis. Typical 
contracting arrangements for pollination are: (1) a 
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TABLE 5. PRODUCTION COSTS PER ACRE FOR ALFALFA SEED — DRYLAND’ 


Establishment costs: 


Operating costs $10.49 
Fixed costs for 2 years 21.84 
Overhead for 2 years 7.84 
Total establishment costs $40.17 
Amortized cost per year at/ 
8% for 5 years 
Yearly costs of production: 
Operating: 
Spring $.69 
Summer 3.78 
Harvest 16.83 


Total operating 

Fixed costs per year 

Overhead 

Total costs per year for alfalfa/ 
seed production 


Labor 
(man hours per acre) 
2.34 


$10.11 
pe 

1.39 

.54 
21.30 
10.92 
4.55 
$46.88 


Lx study was conducted recently at the Canada Department of Agriculture Research Station in Lethbridge to determine costs of 
producing alfalfa seed in southern Alberta and Saskatchewan under both dryland and irrigated conditions. Data were obtained from 
the Research Station, growers, and various secondary sources. The following assumptions underlie these estimates: 

1. Agronomic practices currently recommended for alfalfa seed production are used. A cover crop is not used in the establishment 


year. 


2. Varieties currently recommended for forage production in western Canada are used. The alfalfa stand is assumed to produce seed 


for five years. 


3. Labor is included at a rate of $2.00 per hour. Managerial time is not included, 


. Custom pollination, defoliation, and harvesting are assumed, 


4 
5. Establishment costs include the cost of summerfallow in the year previous to planting. 
6 


. Pollination costs are not included. 


one-third share of the seed to the beekeeper or (2) the 
first 100 or 150 pounds of seed to the grower and any 
yield beyond this divided equally between the grower 
and beekeeper. The data in Tables 3 and 4 suggest 
average yields of about 240 pounds on dryland and 420 
pounds on irrigated land. On the basis of these yields 
and with one-third of the crop going to the beekeeper, 
production costs for the grower’s share are $.29 per 
pound on dryland and $.28 per pound on irrigated land. 


The production cost estimates above are based on 
averages and specific agronomic practices. Costs vary by 
years, production methods, variety produced, and other 
factors. Data are not available in sufficient quantity at 
this time for an adequate assessment of the sensitivity of 
production costs to these factors, individually or in 
combination. Hopefully, research work now underway 
on yield responses to bee numbers, planting density, 
fertilizer, and various other agronomic practices will 
provide the required data. 


The profitability of alfalfa seed production depends 
both on costs and on prices received. Seed prices vary 
from year to year according to quality and variety 
(Table 7). Unfortunately, price data, which would 
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permit a good assessment of the profitability of this 
enterprise are not available. In the past, yields, prices, 
and net returns were all highly variable. New techno- 
logies have reduced the yield (and cost) variability for 
adapted varieties. This may, in turn, lead to more stable 
prices and net returns in the future. It is not clear at this 
time whether net returns are high enough to justify 
diverting land and other resources to alfalfa seed from 
other enterprises. The merits of each case will have to be 
assessed by the individual farmer in light of his produc- 
tion capability for particular varieties, the prices he 
expects to receive for the quality and variety of alfalfa 
seed produced and his alternative opportunities. Some 
producers have attempted to overcome the problem of 
price uncertainty through contract arrangements with 
seed firms. 


OUTLOOK 


Estimates of the difference between domestic disappear- 
ance and production of alfalfa seed (Table 2) have been 
used as evidence of significant potential for expansion of 
alfalfa seed production in western Canada. Whether or 
not this potential exists depends on a number of factors, 
of which variety is an important one. Varieties 


1] 


TABLE 6. PRODUCTION COSTS PER ACRE FOR ALFALFA SEED — IRRIGATED LAND’ 


Establishment costs: Labor 
(man hours per acre) 
Operating costs $15.76 4.17 
Fixed costs for 2 years 50.22 
Overhead for 2 years 7.84 
Total establishment costs $73.82 
Amortized cost per year at 
8% for 5 years $19.12 
Yearly costs of production: 
Operating: 
Spring $1.61 .24 
Summer 10.69 4.24 
Harvest 16.83 .54 
Total operating 28.53 
Fixed costs per year 25a 
Overhead 4.55 
Total costs per year for alfalfa/ 
seed production $77.31 
‘S00 footnote for Table 5. 
TABLE 7. PRICES PER POUND RECEIVED BY ALBERTA PRODUCERS FOR CLEANED ALFALFA SEED 
Foundation - Commercial 
all Certified all 
Year varieties Vernal Beaver Roamer Rambler varieties 
1971 $1.50 $.40 $.53 $.53 $.53 $.28 
1970 1.50 .40 .62 .62 .62 Boo 
1969 1.00 IBS 715 75 75 .36 
1968 1.00 .42 .65 - _ esl 
1967 1.00 .35 .65 — — aoe 
1966 1.00 .35 .65 _ = .30 


Source: Communication with a seed firm in Alberta. 


developed for use in forage production in western 
Canada do not perform well in eastern Canada and vice 
versa. There are, then, two fairly distinct domestic 
markets for alfalfa seed. 


Data on acreages of alfalfa and alfalfa-grass mixtures for 
forage provide a rough estimate of the extent of these 
markets. Census data for 1966 show that the Prairie 
Provinces account for about 55 percent of the total 
acreage and, presumably, a similar proportion of the 
alfalfa seed market. This market has expanded in recent 
years as a result of large increases in forage acreage in 
western Canada. Tame hay acreage, for example, in- 
creased 1.2 million acres in the Prairie Provinces from 
1966-71 while decreasing 0.5 million acres in the rest of 
Canada*. Seed pasture acreage also increased substan- 


4 Quarterly Bulletin of Agricultural Statistics, Cat. 21-003, 
Statistics Canada. 
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tially in the prairies during this period. Further increases 
in hay and pasture acreage are expected in order to meet 
the forage requirements of an expanding cattle popu- 
lation. 


Most of the seed currently produced in western Canada 
is of varieties adapted to this region. In other words, 
western seed growers are producing seed for the western 
market. This suggests that a large proportion of the 
imported alfalfa seed is of varieties adapted to other 
regions. Data on alfalfa seed imports by province of 
entry (Table 8) support this suggestion. In 1971, about 
57 percent of the imported seed entered through entry 
points in Quebec and Ontario. These data also suggest 
that the potential for expansion in the domestic market 
depends greatly on the ability to produce varieties of 
seed adapted to other regions in competition with 
current seed sources. 
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Production costs for varieties adapted to the eastern 
Canadian market are higher than for western Canadian 
varieties. This is due primarily to their susceptibility to 
winter-kill in the prairie climate. If the eastern varieties 
are to be produced by western growers, there will have 
to be a price differential between eastern and western 
varieties to offset the production cost differences. Data 
are not available at this time to determine whether or 
not such a differential exists. 


A further difficulty in seed production for the eastern 
market relates to plant breeders’ rights. The United 
States has maintained exclusive breeder control for the 
foundation seed of several varieties that performs well in 
eastern Canada and has not allowed Canadian growers 
the right to produce the seed. Therefore, supplies of this 
seed must be imported from United States sources. This, 
then, forms a legal or institutional barrier to expansion 
of seed production for the eastern Canadian market. 


The potential for expansion of alfalfa seed production in 
western Canada depends on the following conditions: 


1. Continued expansion of the seed market in western 
Canada. This market has grown in recent years due to 
increases in forage acreage in western Canada. It 
appears that this market can be supplied efficiently 
by western growers. 
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TABLE 8. ALFALFA SEED IMPORTS BY PROVINCE 
OF ENTRY, 1971 


Volume Value 
Province (‘000 Ibs) ($ ‘O000) 
Quebec 586.3 258 
Ontario 2,901.8 1,285 
Manitoba 1,363.2 564 
Saskatchewan 32057 185 
Alberta 807.9 342 
British Columbia 167.2 76 
Total 6,147.1 2,710 


Source: Trade of Canada, Statistics Canada 


2. Development of new varieties or the obtaining of 
rights to breed varieties equal to or superior to those 
obtained currently from United States sources. 

3. Development of techniques to improve winter 
survival of eastern varieties under a seed production 
regime. 

4. Development of marketing channels to deliver the 
seed to the eastern market. 


Unless the last three conditions are fulfilled, the 
domestic alfalfa seed market for western growers appears 
to be limited to the prairie region. Similar conditions 
will need to be satisfied if Canadian growers are to enter 
foreign alfalfa seed markets. 
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TOWARD AN EXPANDING, AGGRESSIVE AGRICULTURE 
— The Challenge for Marketing Boards 


INTRODUCTION 


Agricultural producers have experimented for years with 
various organizational systems and marketing tools to 
improve their income position. Early attempts to co- 
ordinate production and marketing through voluntary 
action generally failed to achieve the degree of control 
desired. This was primarily due to the inability of 
voluntary, cooperative organizations to represent all of 
the producers of a commodity within a particular region. 
This led to the passage of provincial enabling legislation 
and the establishment of provincial marketing boards 
which made compulsory control possible. 


Even as intra-provincial coordination of production and 
marketing evolved, vast improvements in transportation, 
communication, packaging, processing and farming 
techniques, coupled with a trend to large volume buying, 
resulted in a “national market”, in which all producers 
in all areas of the country became competitors. As a 
result, national legislation' was enacted enabling 
producers to develop marketing organizations of a 
compulsory nature on a national basis. 


The marketing board as an organizational tool gave 
unprecented possibilities to producers for the future 


*Mr. Tom Bennett is a Marketing Economist on Horticultural 
Crops with the Economics Branch. Mr. Bennett has spent many 
years working in Marketing in the United States. 


1The Farm Products Marketing Agencies Act, 1972. 
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Marketing boards should be capable of taking advantage 
of each marketing opportunity as it presents itself. 


The challenge is to develop and operate marketing 
organizations with an aggressive market oriented thrust, 
geared to future growth and development. 


Thomas A. Bennett* 


growth and prosperity of their commodity industries. 
The possibilities included the expansion of domestic 
sales through direct or indirect market and product 
development and the achievement of greater production 
and marketing efficiencies. It was also possible through 
marketing boards, to aggressively develop or seek to 
influence the development of export markets. 


Marketing boards as they were established, were not 
geared to a market development function but instead 
performed administrative functions such as adminis- 
tering a multi-price system or establishing quotas for the 
current year and in some cases bargained for a season 
price. Whether through a lack of purpose or a failure to 
recognize opportunities, many marketing boards and 
agencies may have failed to direct their attention to the 
future of their industry. In effect, they may have 
forgotten to invest in the future because of pressures of 
today. 


Today there is a great opportunity and a great need for 
market organization to enhance efficiency. Marketing 
boards and agencies can effectively organize their 
commodity industries to achieve maximum development 
of markets and influence marketing structure changes in 
order to minimize the cost of marketing and achieve 
greater efficiencies throughout the system. Through the 
right approach, farm net income may be improved while 
at the same time the future competitiveness of each 
commodity industry may be enhanced. 
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What is needed, perhaps, is a reappraisal of the direction 
in which marketing boards are going and a close 
examination of the basic reasons for marketing boards or 
agencies. It might be advisable for marketing boards now 
in operation to reexamine their organization and rethink 
their programs. Marketing boards or agencies in the 
developmental stages might take stock of a few basic 
guidelines and considerations before formalizing their 
organizations. 


In this article I shall list and examine some of the 
guidelines and considerations in the formation of 
marketing boards or agencies and examine in more detail 
the question of quotas and the concept of net income 
improvement. 


GUIDELINES FOR MARKETING BOARDS 
OR AGENCIES 


Although the primary objective of earlier marketing 
boards was to increase producer net income, the present 
agricultural situation requires a restatement of objectives 
and a broader scope of activities. If agriculture and its 
many component commodities are to remain viable and 
prosper in the future, it may be necessary to adopt 
additional objectives in which are more tune with the 
times. 


The specific objectives of a marketing boards or agency 
should be tailored to the specific commodity or the area 
of operation of the organization. However, some general 
objectives are common to most marketing boards. In 
addition to maintaining or increasing the net income 
position of agricultural producers, marketing boards can 
seek to enhance stability of production and net income 
through co-ordinated marketing plans geared to reduce 
fluctuations in production and marketing. They can also 
seek to achieve and maintain maximum efficiencies in 
the marketing of their commodities. To foster long-run 
growth within the industry they may strive for new 
product development and market expansion. They may 
also seek equity among producers to assure that each 
producer will share in the growth of the industry in 
relation to his capacity and ability to produce. 


To achieve whatever objectives they have set for 
themselves, it may be necessary for marketing boards to 
assume a more positive and aggressive philosophy. In 
essence, they should be capable of taking advantage of 
each marketing opportunity as it presents itself. They 
should be aggressively market oriented and aggressive 
merchandisers of their product and not just sellers or 
controllers. They could also consider the identification 
and segregation of the various market segments for their 
product, such as the fresh, processed and export 
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segments. An awareness of the needs and wants of 
buyers and consumers as well as an awareness of the 
values and attributes of their product should be 
developed to enable them to achieve an optimum degree 
of product differentiation. 


Activities of Marketing Boards 


There are many things that marketing boards or agencies 
can do and perhaps things that they cannot or should 
not attempt to do. The range of activities is far wider 
than any existing marketing board has undertaken and it 
is unlikely that any board will adopt all of them. 
However, marketing boards should rethink their present 
programs and adopt those activities which are more in 
line with their specific objectives. The following list 
illustrates the broad scope of specific activities that may 
be undertaken by marketing boards. 


1. They can effectively organize producers into a 
viable group capable of achieving solutions to their 
common problems. 

2. They can give producers a greater voice in legislative 
or regulatory matters. 

3. They can be instrumental in developing new 
products. 

4. They can be instrumental in expanding present 
markets and in developing new markets — both 
domestic and foreign. 

5. They can be instrumental in aggressively promoting 
and merchandising their commodity. 

6. They can effectively bargain for improved prices 
and delivery terms. 

7. They can ensure the contracting of realistic volumes 
of commodities produced under contract. 

8. They can be instrumental in the development and 
adopting of improved grade standards and grading 
techniques. 

9. They can influence supply, directly or indirectly, 
through contracts or quotas (delivery quotas, 
marketing quotas or production quotas) with 
producers. 

10. They can influence price indirectly through some 
form of supply control or directly by establishing 
minimum prices, maximum prices, price ranges or 
fixed prices at the farm level, wholesale level or 
retail level. 

11. They can seek to achieve product market price 
discrimination by controlling the flow of product 
into two or more differentiated markets. 

12. They can provide market intelligence and market 
information to producers and buyers. 

13. They can seek to alleviate chronic fluctuations in 
supply through co-ordination of production and 
marketing. 
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14. They can provide a service to the buyer of the 
product by pooling and supplying larger volumes of 
the type or grade of the product demanded. 

15. They can assume, to some degree, the functions of 
marketing, by-passing the established ‘‘middlemen”’ 
in the marketing channels and passing on to the 
producer any savings in margins. 

16. They can organize and/or influence the marketing 
structure of the commodity to minimize the cost of 
marketing throughout the whole system. 


The foregoing is only a partial list of the possible 
activities that marketing boards may undertake. Just as 
there are activities that marketing boards may under- 
take, there are also those that marketing boards should 
not attempt to do. 


1. Marketing boards should not attempt to force the 
price of a commodity to a point beyond which 
consumers will substitute another commodity or 
product or will do without the commodity entirely. 

2. Marketing boards should not attempt to establish 
marketable product volumes or prices that would 
entail the strict prohibition of commodities moving 
into the protected area to a degree harmful to 
consumers or the long run position of that 
commodity. 

3. Marketing boards should not attempt to control 
production and/or marketing to a point where the 
adoption of new technology is stymied. 

4. Marketing boards should not attempt to set inflexible 
barriers to the movement of the production of a 
commodity from one region to another region having 
a greater competitive advantage. 


CONSIDERATIONS IN THE ADOPTION OF 
QUOTAS 


Marketing plans often consist of, or eventually adopt, 
some type of quota system. The basic types of quotas 
generally utilized are delivery quotas, marketing quotas 
and production quotas. Delivery quotas are generally 
established by setting a maximum volume of a product 
that may be delivered during a specific period. The 
period may be a day, a week or some other time period 
and is usually based upon a certain deliverable volume 
per production unit. A marketing quota is usually a 
maximum volume of a commodity that may be 
marketed during a season, regardless of the number of 
acres planted or the total volume of the commodity 
actually produced. A production quota, on the other 
hand, may be a maximum limit on the volume of a 
commodity that can be produced during a season or a 
maximum number of units that may be planted or 
harvested. 
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The adoption and use of quotas by a marketing board 
should be preceeded by a thorough study of the 
advantages and disadvantages of their use. Although the 
disadvantages of quotas may outnumber the advantages, 
quotas may play a definite part in a marketing boards’ 
over-all marketing plan. 


One of the most controversial aspects of quotas, 
considered by some to be an asset and by others to be a 
disadvantage, is the increased value of farm resources to 
the original producers as quotas are capitalized. Other 
advantages of quotas include a greater degree of stability 
of production and prices, more stability in the use of 
factors of production, more stability of farm income and 
a certain degree of economic security. 


Many disadvantages of quotas can be listed. These may 
or may not be valid in all situations. The capitalization 
of quotas is often thought to be the greatest disadvan- 
tage. Another major disadvantage may be the establish- 
ment and maintenance of excess capacity as the result of 
the imposition of longer term basic quotas and shorter 
term annual quotas. 


The unemployment of resources (fixed inputs) and an 
increasing upward pressure on the prices of alternative 
factors of production (variable inputs) are often quoted 
as major disadvantages. Three other related disadvan- 
tages are the possible deterioration of production 
efficiencies, the protection and maintenance of 
inefficient producers and the possible inflexibility in 
adapting new technology. Adjustments in the size of 
operations (either up or down) may be difficult or 
impossible due to the necessity of producing to maintain 
a quota base. Also, quotas may establish barriers to 
“entry” into the industry, exit from the industry or 
expansion for producers seeking economies of scale. 


Quotas may also create artificial barriers to the move- 
ment of an industry to an area of greater competitive 
advantage. In effect, production patterns may be frozen 
and industry adjustments based on comparative advan- 
tage prevented. Higher prices for farm real estate may 
result when quotas are tied to the land. High prices to 
consumers due to increased costs arising from capitalized 
quotas may also result. 


The adoption and imposition of quotas may eventually 
lead to greater pressures for imposition of new or tighter 
controls such as levies, import controls and other 
protectionist forms. Eventually, the major concern of 
marketing boards or agencies utilizing quotas could 
evolve into a preoccupation with maintaining the “status 
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quo’’, 
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The decision to adopt and impose quotas is a difficult 
one for marketing boards to make. The advantages and 
disadvantages should be weighed very carefully. If a 
quota basis is then determined to be necessary it is 
recommended that certain guidelines be developed and 
followed. 


Although the situation facing each marketing board may 
differ there are several guidelines that can be recom- 
mended. It is suggested that quotas be the property of 
the board and be earned through the productive 
efficiency of each producer. When a producer wishes to 
expand, his extra quota should be earned on the basis of 
his performance and not some past historical base. 
Buying and selling of quotas should be frowned upon. 
When a producer ceases operation, the quota should 
revert back to the agency. The quota allocation 
mechanism should facilitate freedom of entry and exit, 
both locally and nationally. 


A minimum limit to the size of individual quotas may be 
established even if these have to be increased from time 
to time to achieve economies of scale. Dominance of 
certain commodities by a few large producers who take 
advantage of the existence of quotas must be avoided, 
especially if no further economies of scale can be 
demonstrated. 


NET INCOME IMPROVEMENT 


Improvement of farm net income from a particular 
commodity may be achieved in a reasonable or rational 
manner without placing undue burden upon consumers 
or producers. “In error, some regard ‘higher net income’ 
as equivalent to ‘higher prices’ and attempt to maximize 
the wrong thing’”’.? Although the most touted path to 
net income improvement is through direct price escala- 
tion, this may not be the most satisfactory method and 
most certainly not the only method. 


Farm net income may be viewed as a function of five 
basic factors:? 


2 Canadian Agriculture in the Seventies. Report of the Federal 
Task Force on Agriculture, December, 1969. 


344) FNI = VM x (FP- FC) 

(2) FP = CP-MM 

(3) FC = FPC+FMC 

(4) FNI = VMx[(CP- MM) — (FPC + FMC)| 
FNI = Farm Net Income 
VM = Volume Marketed 
FP = Farm Price 
FC = Farm Cost 
CP = Consumer Price 
MM = Marketing Margins 
FPC = Farm Production Costs 
FMC = Farm Marketing Costs 
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1) the volume of the product marketed 
2) farm production costs 

3) farm marketing costs 

4) marketing margins 

5) consumer price 


To achieve improved farm net income it is possible for 
marketing boards or agencies to direct their activities 
and marketing strategies to one or more of these five 
factors. 


1. Volume marketed. If one segment of the industry, 
for example the export market, has a fairly elastic 
demand, net income may be improved in the aggre- 
gate by increasing the volume marketed. 

2. Farm Production Costs. An agency may promote and 
support production research and assist producers in 
the adoption of new production techniques which 
will result in lower production costs. 

3. Farm Marketing Costs. An agency may be able to 
achieve savings in farm marketing costs by pooling or 
by assembling larger quantities for sale and shipment 
(enhance economies of scale). An agency may also 
coordinate the distribution of products within and 
between areas to minimize transportation costs. 

4. Marketing Margins. By providing additional services 
to buyers or assuming certain marketing functions, an 
agency may be able to pass on to producers some 
portion of the normal marketing margins. In 
addition, an aggressive marketing research program 
may result in improved efficiencies in the marketing 
channel resulting in lower aggregate marketing 
margins. 

5. Consumer Price. The consumer price may be 
increased indirectly by pressure on the other factors 
of the Net Income Equation. Direct emphasis on the 
farm price without compensating emphasis on the 
other factors may result in an excessive increase in 
the price to consumers. In some cases this may be 
justified and result in very little change in the volume 
of the product consumed. However, if severe, the 
accompanying change could result in a smaller volume 
of the product being utilized and therefore, a 
decrease in the aggregate net income. 


CONCLUSION 


The responsibility of marketing boards or agencies is to 
be rational in the development and operation of 
marketing plans to assure not only the improvement of 
farm net income but to maintain or enhance the 
competitive position of each commodity industry in 
both the domestic and export markets. Therefore, the 
challenge is to develop and operate marketing organiza- 
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tions with an aggressive market oriented thrust, geared _ enabling legislation, to achieve rational control over the 
to future growth and development. production and marketing of their commodities. 
: However, the future depends upon the orientation of 
Agricultural producers in this country have a unique each, commodity group and how well each develops and 
opportunity, through the use of provincial and national upholds its own objectives and marketing plan. 
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POTATO PRODUCTION COSTS AND PRACTICES 


IN NEW BRUNSWICK 


Since 1951, there has been a down- 
ward trend in potato prices in New 
Brunswick. This combined with 
steadily rising costs has created a 
difficult situation for the grower. To 
meet the problem, growers have increa- 
sed size, specialization and mechaniza- 
tion of their operations and have cut 


costs 


G.C. Retson* 


Potatoes are an important segment of New Brunswick 
agriculture and indeed of the overall economy of the 
province. During the 1967-71 five-year period the crop 
had an annual average value of $15,932,000 at the farm 
level (Table I) and sales of potatoes accounted for 26 
percent of total cash receipts from farming operation in 
the province. The fact that over three-quarters of the 
crop is processed or shipped from the province as seed or 
table stock provides additional income and employment 
outside the primary agricultural sector. 


Since 1951 when the annual average farm price reached 
a high of $3.33 per 100 pounds, there has been a 
downward trend in potato prices in New Brunswick. 
This trend combined with steadily rising costs has 
created a difficult situation for the grower. To maintain 
his competitive position on Canadian and international 
markets he has had to increase overall efficiency and 
emphasize aspects of cost reduction and control. 


Related information on costs and technical factors 
influencing costs at the farm level were obtained from a 


*Mr. W.L. Hanlon is a research economist in the Truro Office of 
the Economics Branch. Mr. G.C. Retson is the Chief of the 
Atlantic Region for the Research Division of the Branch. Both 
Mr. Hanlon and Mr. Retson have been research economists with 
the Economics Branch for several years. 
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through greater output per 
worker and per acre. 


W.S. Hanlon* 


study conducted by the Research Division of the 
Economics Branch, Canada Department of Agriculture. 
This includes an analysis of data secured from 41 potato 
growers in New Brunswick on their operations for the 
1969-70 crop year. Operations studied were located in 
the commercial potato growing counties of Carleton, 
Victoria and Madawaska which account for over 90 
percent of potato production in the province. Growers 
were selected at random and ranged in size from 60 to 
375 acres with an average of 176 acres per farm in 
potatoes. 


Potatoes grown in New Brunswick are marketed as table 
stock, seed or through processors. Each market has its 
specific requirements and these in turn have a bearing on 
production costs. Nearly all growers in the study shipped 
potatoes to more than one market and in some cases to 
all three markets. 


Farm sale of potatoes is normally on a delivered basis 
with the grower bearing the costs of moving the crop 
from the farm to the processing plant, dealer’s ware- 
house or shipping point. As there may be considerable 
variation in the volume of potatoes placed in storage and 
the amount sold, costs were calculated both on a 
harvested and delivered basis. While the crop is handled 
and shipped to market in a variety of containers the 
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TABLE 1. POTATO ACREAGE YIELD, PRICE AND 


VALUE, IN NEW BRUNSWICK FOR SELECTED 
YEARS 1941-71! 
Average Farm 
Average Yield Price 

Year Area per Acre per Cwt. Farm Value 

acres cwt. dollars ‘000 dollars 
1941 44,100 120.0 1.38 7,321 
1951 38,100 150.0 S33 19,050 
1956 46,200 198.0 1.41 12,899 
1961 54,200 187.5 0.89 9,044 
1966 64,900 2225) 1.05 13,657 
1967 62,000 203.0 1.31 13,953 
1968 61,000 226.0 1.05 12,656 
1969 64,000 206.3 1.95 21,853 
1970 61,000 215.0 1.45 16,470 
1971 59,400 235.1 1.20 14,728 


Source: Statistics Canada, Field Crop Reporting Series Cat. 
22-002. 


standard unit for both production and farm sale of 
potatoes in New Brunswick is the 165-pound barrel. 


VARIATION IN COSTS 


Costs of producing potatoes vary from farm to farm 
reflecting the managerial ability of individual operators 
and the quality and amount of resources at their 
disposal. Production costs reflect the combined 
influence of a number of factors including yields, 
efficiency in use of labor and capital and scale of 
operation. The influence of these and other factors is 
indicated by data in Table 3 where study farms are 
classified into three groups on the basis of low, medium 
and high costs per barrel of field-run potatoes. 


YIELDS 


Potato yields in New Brunswick, which averaged 218 
hundred weight per acre for the five-year period 
1967-71, were the highest of any province in Canada and 
considerably above the national average of 170 cwt. per 
acre. New Brunswick yields in 1969 at 206 cwt. (Table 
I) or 125 barrels per acre were below the 1967-71 
five-year average. Growers on study farms indicated that 
their 1969 yields of 131 barrels per acre were also below 
average mainly as a result of frost damage at harvest. 


As indicated by the data in Table 3, yield was a 
significant factor in influencing costs. Low-cost farms 
had yields of six barrels per acre higher than those on 
the medium-cost farms and 12 barrels per acre higher 
than on high-cost farms. Yields in turn are influenced 
by, or associated with, various aspects of organization, 
management or cultural practices, a number of which are 
included in the table. 
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FERTILIZER 


Fertilizer, which cost $57 per acre and ranked next to 
labor and machinery as the third largest item of potato 
expenses on study farms, is a major factor influencing 
yields. In view of the importance attributed to it, it was 
unexpected to find (Table 3) that variations in potato 
yields were inversely related to applications and expen- 
ditures for fertilizer. All groups applied relatively heavy 
applications of fertilizer on potatoes. But the farms with 


TABLE 2. COST OF PRODUCING POTATOES, 41 


FARMS, NEW BRUNSWICK, 1969-70 


Per cent 
Item Per Farm Per Acre of Total 
— dollars — per cent 
Growing and harvesting 
Seed} spose oe ee.) ee 5,945 34 10.3 
Seed cutting... seen 384 2 O87 
Fertilizers. 0 coe chee 10,054 57 17.5 
(IMO ain eo cae, ae 200 1 0.3 
SOlAY sea. ceases eee 2,304 13 4.0 
TACtO tetera ee 3,557 20 6.2 
anuck-andicat, .eesn cre 2,343 14 4.1 
Other machinery and 
Go elinetie 5 co o.6-0 ab eo 5,163 29 9.0 
and geaea kth) ee itera 2,044 i S15) 
abo te a8 aaa Shs oncoene 11,367 65 19.7 
Interest on operating 
COSTS ae reat ai aire cite neat WT 10 Sail 
Miscellaneous ........ 524 3 0.9 
Total cost delivered to 
StOrage’ ye nen serene cree 45,671 260 79.3 
Storage, grading and 
hauling to market ...... 
Stofagewns son) cares pee 4,587 26 8.0 
Storage equipment ..... 707 4 2 
TCUCK i a ec acet ee eee ee 1,231 7 Dan 
abotece eae hee neces 5,040 28 8.8 
Miscellaneous ........ 325 2 0.6 
Total storage, grading 
and hauling to market 11,890 67 20.7 
MotaleCosti a swine ee 57,561 327 100.0 
Less returns from cull 
POtatoes = meee ee eee) ae 542 3 
Net cost of marketable 
POtatOes areca cee are 57,019 324 - 
Cost of field run potatoes .. 
Perm OO DOUNGS sian nei 1.52 = _ 
Pernbarre ease eee 2.50 — - 
Cost of marketable potatoes . 
Per OO DOUnCS aN eerie 1.74 — — 
Per barrels caste aausaeacnea: 2.87 — — 
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TABLE 3. — VARIATIONS IN COST OF PRODUCING POTATOES AND THEIR RELATIONSHIP TO VARIOUS 
ASPECTS OF ORGANIZATION AND MANAGEMENT ON 41 FARMS IN NEW BRUNSWICK 1969-70 


Low Medium High 
Cost Cost Cost All 
Item Farms Farms Farms Farms 
Numbemotifanmnserims eicmen: scene 14 13 14 41 
Cost per Acre: dollars ....... 
Seed and seed cutting ...... 33 39 37 36 
Fertilizer and lime ........ 58 56 62 58 
SPLavematehialSmaceen nena ae 14 12 13 13 
Machinery and equipment .. . 64 72 86 74 
(Evclofele: Aas diy: Gece mt een eee 85 92 105 93 
Userotelandig-a-a eieecant ie see 10 12 ie 12 
STOLAGe mre erie ere ese 24 27 27 26 
Otherness reese west ek eet 13 17 16 15 
VOuzl) Cosus ChiENS 6 o 6 5 a8 coors 301 327 359 327 
Cost per Barrel: dollars ...... 
Field run potatoes ........ 2.20 2.51 2.88 2.50 
Marketable potatoes ....... Zao 2.90 3.32 2.87 
Yield per Acre: barrels ...... 
Field run potatoes ........ 137 130 124 131 
Marketable potatoes....... 118 112 107 113 
Fertilizer per Acre: pounds .... 

WOE) GAS 5 oe Sb ee p595 1,452 1,643 1,561 
INAPEDS GUUFIGMES oc aoeo noose 563 571 581 571 
Number of sprays ......... 9.9 9.4 9.5 9.6 

Acre per Farm: acres ....... 
ROtatOes Taemwan ite ee setae oe 185 189 155 176 
iitlableslancd maeaaee seen mea 315 287 272 291 
Per cent of Crop Marketed as: 
Seeder e.ccetsaty ence Lana eas 35 44 44 41 
Hrableystockes swears ran aa ee 34 30 37 33 
Processing potatoes ....... 31 26 19 26 


the lowest applications of fertilizer nutrients had the 
highest yields while those with highest applications had 
lowest yields of potatoes. 


As potatoes have moved away from their position as a 
hoed crop in the rotation to one approaching mono- 
culture, commercial growers in New Brunswick have 
increased applications of fertilizer to the point where 
they tend to represent a form of crop insurance as well 
as a factor influencing yields. Where potatoes follow 
potatoes year-after-year the build-up of mineral 
nutrients can be carried to the point where excess 
fertility may depress, rather than increase, yields and 
quality of marketable potatoes. 


The Atlantic Potato Committee recommendations 


suggest applications with total (N + P, + O, + K,0) 
nutrients ranging from 400 to 480 pounds per acre 
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depending on whether potatoes are grown following 
potatoes or in a rotation. In contrast to this, growers in 
the study applied an average of 571 (157 + 231 + 183) 
pounds of nutrients on potatoes or about one-fifth more 
than the upper limit generally recommended. Since 
potatoes on the study farms usually followed potatoes, 
the discrepancy would be even greater. 


The chief authority for potato fertility recommen- 
dations in New Brunswick is the Atlantic Potato 
Committee which is composed of officials of Provincial 
and Federal Departments of Agriculture in the Atlantic 
region. Where a soil test is not available the general 
recommendation of the Committee is as follows: 


1s tlantic Potato Committee, 1972, Potato Production Recom- 
mendations for the Atlantic Provinces Agricultural Services 
Coordinating Committee, Publication 700, p. 9. 


Pa 


Area Condition Ratio 
New Rotation 1-2-1 
Brunswick Following 

Potatoes 3-4-3 


Nutrients 


Example 
N P20O5 K20 Analysis Rate 
Ib/acre Ib/acre 
120 240 120 10-20-10 1,200 
120 160 120 15-20-15 800 


A number of factors have contributed to the conflict 
between Departmental recommendations and growers’ 
applications of fertilizer on potatoes in New Brunswick. 
These include low soil pH’s (not over 5.4 to control 
scab) which limit the efficiency of applied fertilizer and 
increased use of high analysis fertilizers (as on medium- 
cost farms) without compensating reductions in the 
volume applied. A further factor is increasing specializa 
tion and risk in potato growing. With major dependence 
on the crop, above average yields are essential for 
survival. Since fertilizer represents the input most 
directly associated with maintenance of high yields the 
result has been an upward trend in applications. Growers 
noted that until more definite assurance is available that 
reduced applications will not result in lower yields of 
potatoes, little reduction in fertilizer applications is 
anticipated. 


The fact that increased applications of fertilizer on study 
farms were associated with lower yields of potatoes is 
not necessarily attributable to problems of excess 
fertility. However, it does suggest that applications have 
reached the point where factors other than fertilizer are 
playing a more important part in influencing yields. 
Furthermore, the possibility of reducing costs, im- 
proving quality and minimizing potential pollution 
problems associated with fertilizer run-off suggest that 
this is a critical problem on which more research is 
required. 


TABLE 4. CROP PRODUCTION AND LAND USE ON 
41 POTATO FARMS IN NEW BRUNSWICK, 1969-70 


Crop or Land Use Acres per Farm 


Potatoes: jee ee 176 
Grain eee 62 
AV ag ocho 1s peter 38 
PAS Bee sien Aenean me 9 
Othenmcropsm-a sean 6 
Total tillage land ... 291 
Woods and rough land 199 

Total 490 


CROP PROGRAMS 


As previously noted, fertility requirements for potatoes 
are influenced by crop programs. Data in Tables 3 and 4 
indicate that potatoes accounted for nearly two-thirds of 
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the tillable acreage on study farms. This would permit a 
rotation of two years in potatoes followed by one year 
in other crops and then back to potatoes. In all 
probability the number of consecutive years in potatoes 
would be considerably higher since growers tend to plant 
potatoes on their better land and in their larger fields. With 
increased mechanization small irregular fields are seldom 
planted to potatoes and in some cases may not be 
cropped at all. Increasing size and specialization in 
potatoes combined with rising land values have also 
tended to reduce the length of rotations. One grower 
noted he had grown 19 consecutive crops of potatoes on 
the same land without any apparent decline in yield or 
quality. 


Many of the soils of the Upper St. John Valley tend to 
be stony but have good moisture holding capacity. This 
permits semi-continuous cropping of potatoes, a practice 
which cuts costs by concentrating the crop in a smaller 
area and reducing tillage operations compared with those 
required in the traditional rotation where potatoes were 
planted on sod. While these advantages are offset to 
some degree by accelerated soil erosion and problems 
associated with “volunteer” potatoes which over-winter 
in the soil, the trend toward shorter rotations and 
increased specialization in potato production appears to 
be a continuing one. 


Problems associated with specialization frequently give 
rise to the suggestion that a more diversified type of 
agriculture should be promoted in potato-growing areas 
of New Brunswick. In view of their apparent 
comparative advantage over other enterprises, however, 
the current trend appears to be toward more rather than 
less emphasis on potatoes. Within the Atlantic region 
only the three farm commodities, apples, blueberries, 
and potatoes, are normally surplus to local market 
requirements. A number of others, including livestock 
and livestock products, are highly deficit and supplies 
must be brought in from outside the region. In contrast 
to this, Maritime potatoes (which are grown largely in 
specialized areas within five counties of the region) 
dominate central Canadian markets and compete 
successfully on international markets. The fact that 
potato-growing areas in New Brunswick have advantages 
in terms of proximity to markets and soils which permit 
more continuous cropping of potatoes also provides the 
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basis for a higher degree of specialization in the crop 
than is found elsewhere in the Atlantic region. 


Emphasis on potatoes restricts the amount of land and 
labor available for other enterprises. The three chief 
crops other than potatoes on study farms - grain, hay 
and peas (Table 4) were selected more on the basis of 
their compatibility with potatoes, rather than their 
ability to compete with potatoes. Much of the hay or 
pasture was located on land not well adapted to 
potatoes. Relatively high land values in these areas also 
restrict the amount of land available for forage and 
cereal crops normally associated with livestock produc- 
tion. Since it tends to be a summer operation, 
specialized cash crop production may conflict with the 
goal of efficient use of labor throughout the year. 
Increasing scale and specialization in potato production 
in New Brunswick is usually accompanied by an increase 
in the number of marketing functions performed by 
farm labor. As a result of these and other activities such 
as the repair and maintenance of equipment, operators 
of study farms were employed for an average of 41 
weeks of the year on potato operations. 


TABLE 5. — LIVESTOCK ON 41 POTATO FARMS, 
NEW BRUNSWICK, 1969-70 


Average Number 


Number of Farms Per Farm 


Type of Livestock Reporting Reporting All Farms 
Cattle 12 32.8 9.7 
Hogs 2 6.0 0.3 
Horses 2 30 0.1 


VARIETY 


Three main varieties, Kennebec, Netted Gem (certified 
in the United States as Russet Burbank) and Katahdin, 
accounted for 92 percent of the potato acreage on study 
farms. Data on acres, trends and growers’ intentions with 
respect to these and other potato varieties are shown in 
Table 6. 


Grower preference in New Brunswick has traditionally 
favored high-yielding varieties of potatoes which can be 
marketed as seed or table stock. With increased emphasis 
on processing, the current trend appears to be toward 
triple-purpose varieties which may be sold on all three 
markets. In line with this, acreage in Katahdin, formerly 
the main variety grown in the province, has declined 
while acreage in Kennebec and Netted Gems has 
increased. 


On the basis of future intentions of operators of study 
farms, it appears that the upward trend in plantings of 
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Netted Gems will continue while those of Katahdin and, 
to a lesser extent Kennebec, may decline. Growers 
intentions with respect to Pontiac, Sebago, Keswick and 
the eight other varieties grown in 1969 indicate 
relatively little change. Of these Pontiac and Sebago are 
grown mainly for seed while Keswick is grown both for 
seed and as an early variety. Since movement of New 
Brunswick table stock tends to coincide with declining 
supplies of potatoes on central Canadian markets, the 
major emphasis is on late varieties. 


Market demand and flexibility provided the main basis 
of grower preference for Netted Gems. Other advantages 
noted were lower seed requirements, freedom from scab 
and greater depth in the row which provided added 
protection from frost and sunburn. Grower opinion was 
divided on the question of yield. Growers planning to 
increase acreage of Netted Gems noted its more critical 
requirements but stated they were able to secure good 
yields of this variety. Growers planning no change or a 
reduction in Netted Gems found this variety difficult to 
grow and felt it required too long a season. Many of 
these growers would continue to emphasize Katahdin 
whose market deficiencies were said to be offset 
advantages in terms of yield, keeping qualities, ability to 
withstand stone damage and in some cases, opportunities 
for the sale of seed. Analysis of cost data also indicates a 
number of points which presumably have some bearing 
on grower variety preference. These include variations in 
costs of seed, fertilizer and labor associated with certain 
varieties or types of varieties. 


Growers planted an average of 6.3 barrels of Netted 
Gems at an average cost of $3.35 per barrel or $21 per 
acre for seed. Seeding rates for other varieties (generally — 
referred to as “round whites”) averaged 15.1 barrels at a 
cost of $2.77 per barrel or $42 per acre for seed. Lower 
seed requirements for Netted Gems resulted from seed 
piece spacing in the row which ranged from 14 to 16 
inches for Netted Gems as compared with 6 to 8 inches 
for round whites. Lower seed costs for Netted Gems 
were offset to some extent by a higher cost of seed 
cutting. Round whites were generally cut by machine 
while Netted Gems were usually cut by hand at a charge 
of from 50 to 75 cents per barrel. Since 88 percent of 
the potatoes planted on study farm were Foundation 
seed, variations in quality of seed did not appear to be 
an important factor in influencing costs. 


Study growers applied an average of 630 (187 + 242 + 
201) pounds of fertilizer nutrients on Netted Gems at an 
average cost of $63 per acre. Fertilizer applications on 
other varieties average 535 (139 + 224 + 172) pounds 
of nutrients at a cost of $54 per acre. Heavier applica- 
tions of fertilizer (particularly Nitrogen) on Netted 
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TABLE 6. — ACREAGE, TRENDS AND GROWERS FUTURE INTENTIONS WITH RESPECT TO VARIETIES 
OF POTATOES GROWN ON 41 FARMS IN NEW BRUNSWICK, 1969-70 


Trends in Past 10 Years 


Growers Future Intentions 


Area Had 
Grown Increased No 
Variety 1969 Variety Change 

acres — 
Kennebec 2,879 20 68 
Netted Gem 2,748 51 49 
Katahdin 1,007 — 78 
Pontiac 199 — 88 
Sebago 162 2 98 
Keswick 122 5 88 
Others(8) 94 2 93 


Gems reflect grower opinion that fertility requirements 
for this variety are higher than for round whites. 
However, the substantial variation in applications 
suggests that a measure of risk insurance is also involved. 


Growers noted that labor requirements for varieties 
marketed through processors were lower than those sold 
as seed or table stock. Seed and table stock potatoes in 
New Brunswick were usually grown, harvested, stored, 
graded, packed and delivered on car at the dealers 
shipping point. In the case of processing potatoes, the 
crop is grown, harvested and stored by the farmer but 
delivered in bulk as required by the plant. Bulk 
movement of processing potatoes is a relatively simple 
operation usually conducted by a two man crew. In 
contrast to this, movement of seed and table stock is a 
much more time consuming operation which usually 
involves a crew of at least six men. In line with this it 
will be noted (Table 3) that as the percentage of crop 
marketed through processors increased there was a 
corresponding reduction in per acre charges for labor. 


MACHINERY AND EQUIPMENT 


Commercial potato production is characterized as an 
intensive crop grown on an extensive basis. The 
operation lends itself to mechanization and charges for 
machinery and equipment on study farms accounted for 
22.6 percent of total production costs, ranking next to 
labor as the major expense item. Mechanization is also 
an important factor in scale of operation as the 
economic unit in potato production is closely related to 
the acreage of crop that one line of equipment can 
handle. With its relatively short growing season and late 
varieties, potato harvesting in New Brunswick frequently 
becomes a race with fall frosts. Accordingly, harvesting 
equipment is generally the most critical aspect of 
mechanization on potato farms. 
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Had Expect Expect 
Reduced Increase No Reduce 
Variety Variety Change Variety 

per cent of farms — 

12 7 73 20 

— 22 76 2 
22 — 90 10 
12 5 95 - 

— - 98 2 

v/ — 100 — 

5 2 93 5 


Over the years the trend has been away from mechanical 
diggers and hand picking of potatoes to mechanical 
harvesters. More recently the larger air-vacuum 
harvesters which further reduced labor requirements and 
facilitated the movement of potatoes from field to storage 
have been utilized. The trend was accelerated by 
above-average prices for potatoes and shortages of labor 
during the mid-1960’s but has slowed down in recent 
years as a result of low returns from the crop. Since a 
number of considerations such as the availability of labor 
and mechanical injury to tubers, as well as costs are 
involved, the matter is of considerable interest, concern 
and some controversy among growers. 


Of the 41 farms taking part in the study, 16 operated 
diggers, 16 used mechanical hervesters and 9 had 
air-vacuum harvesters. Analysis of data by type of 
equipment indicated considerable variation in charges 
for machinery and labor bur relatively little variation in 
total production costs (Table 7). The chief variation was 
in per barrel costs of marketable potatoes which were 
higher on farms using mechanical harverters than on 
those using other types of equipment. Since the shrink 
from field-run to marketable potatoes was highest on 
farms using mechanical harvesters it would appear that 
mechanical injury was a factor contributing to higher 
costs of producing potatoes on some of these farms. But 
mechanical injury reflects the combined influence of 
various factors including inadequacies in operation as 
well as in the type of harvesting equipment used. Grower 
comments on this point which emphasized deficiencies 
on management rather than equipment were supported 
by the fact that six of the low cost farms (Table 3) used 
mechanical harvesters. 


Growers who had converted to mechanical and air- 
vacuum harvesters were generally satisfied with the move 
but noted that a number of problems and capital 
expenditures over and above the cost of the machine 
were usually involved. These included enlargement and 
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TABLE 7. — RELATIONSHIP OF METHOD OF HARVESTING TO COSTS AND OTHER FACTORS, 41 POTATO 


FARMS IN NEW BRUNSWICK, 1969-70 


16 Farms 16 Farms 9 Farms 
Using Using Using 
Potato Mechanical Air Vacuum 41 
Item Diggers Harvesters Harvesters Farms 
Acres potatoes per farm ............ 166 184 179 176 
Growing Costs per Acre: dollars ....... 
Machinery and equipment ......... 51 68 74 63 
abort o)a.tkieues- ele circa sheets me 76 63 48 65 
GH! a .8 Bao Gate aad Cut eas onc as eee 137 133 127 132 
Costiintoistoragemecsset seule amen e 264 264 249 260 
Storage, grading and delivery costs per acre 68 70 63 67 
motalsCostiPEmACKG. easel soe asacoene she as 332 334 312 327 
Cost per Barrel: dollars ............ 
Fieldiruntpotatoes 2 5 5.5... eee 2.51 2.52 2.45 2.50 
Marketable potatoes ............. 2.80 3.00 2.78 2.87 
Potato Investment per Acre: dollars ..... 
Machinery and equipment ......... 181 233 276 223 
SULIT sik Skip & ell al cerace Seo eoecee 147 167 174 161 
HECTONOD 6 lene Fuck och soNRCe rei Gar mean reer 162 195 163 176 
PICO Calg Bedcenin che ro eA a ost hp sel es ee 490 595 613 560 
Vield|iperAcre: barrels 2 4 2 a. ea se 3s 
Fieldinunipotatoesiy .a.0.5. se ees eae 132 132 127 131 
Marketable potatoes ............. 118 110 110 113 


improvement of field layouts and added expenditures 
for power equipment, stone removal and new storage 
facilities. Such improvements, it was emphasized, should 
be made well in advance of the purchase of the 
harvester. A number of these growers were retaining 
their diggers as a back-up piece of equipment and would 
keep them in operation as long as they were serviceable. 


Growers operating diggers noted that harvesters reduced 
labor requirements and related problems but felt this 
was offset by higher costs for machinery and equipment. 
By retaining their diggers they had also avoided the 
heavy capital costs associated with harvesters at a time 
when returns for potatoes were low. However, most of 
them felt that rising costs and difficulties in securing 
labor would eventually force them to convert to 
harvesters. When this occurred it was hoped that lighter 
and more efficient equipment would be available. 


LABOR 


Labor, which averaged $93 per acre, was the major 
expense item and accounted for 25 percent of the cost 
of growing and harvesting potatoes and 42 percent of 
subsequent charges for storing, grading, packing and 
moving the crop to the shipping point or processing 
plants. Operators, whose labor was charged at the rate of 
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$90 per week, spent an average of 41 weeks per year on 
potato operations. Family and hired labor on potatoes 
(not including potato pickers) average 118 weeks per 
farm. Despite the substantial increase in the use of 
harvesters in recent years, 2,964 of the 7,211 acres of 
potatoes on study farms were picked by hand at an 
average cost of 26 cents per barrel. 


Labor requirements for potatoes vary with the level of | 
mechanization and the operator’s combined ability in 
machine and man management. Labor efficiency to a 
considerable degree reflects the operator’s ability to 
reduce hold-ups to a minimum and keep machines 
operating at a rate consistent with cost and quality 
control. In addition to selection, maintenance, and 
operation of equipment, this may involve such factors as 
size and shape of fields, storage, design and other factors 
which help to reduce time and travel. As indicated in 
Table 3, low-cost farms were able to produce field-run 
potatoes at a cost of 68 cents per barrel below that of 
high cost farms. Two-thirds of this difference in average 
cost was accounted for by greater efficiency in the 
combined use of labor and equipment. 


STORAGE 


Study farms owned or rented storage with a capacity of 
150 barrels of potatoes per acre. About one-quarter of 
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this was a track-side storage with much of the balance 
located on the growers’ farms. Investment in farm- 
owned storage buildings and equipment averaged $27,657 
per farm or $157 per acre. Storage costs as shown in 
Table 2 include depreciation, interest, taxes, insurance, 
repairs and rental charges. 


Over the years investment in potato storage on New 
Brunswick farms has been increasing steadily and 
expansion has been particularly apparent following years 
of high potato prices. Increasing size, mechanization and 
a tendency for growers to assume added marketing 
functions have been contributing factors. The need for 
improved facilities for temperature and humidity 
control, more rapid movement of potatoes in and out of 
storage and increasing truck movement of potatoes from 
farm storage direct to market have also played a part. 
With increased emphasis on grower requirements there 
also appears to be a trend away from track-side to 


on-farm-storage of potatoes. Relatively few new track- 
side storages have been built in recent years and a 
number of dealers noted they would not be replacing 
some of their older buildings. In addition to the need for 
better farm storage, dealers noted that with lower site 
costs and access to lower cost credit, growers have 
advantages in terms of storage construction. The trend 
toward expanded and improved farm storage may have 
some implications for suggested programs of building 
large centrally located storages as a means of improving 
market and quality control. 


SIZE 


Within the size range of study farms (60 to 375 acres in 
potatoes), the scale of operation exerted 
influence on charges for some inputs but appeared to be 
of minor importance in accounting for farm-to-farm 
variations in total costs of producing potatoes. Large 
potato enterprises had substantially lower unit costs for 


TABLE 8. — RELATIONSHIP OF SIZE OF POTATO ACREAGE TO COSTS AND OTHER FACTORS, 41 


FARMS IN NEW BRUNSWICK, 1969-70 


Small 
Size 
Farms 
Number of farms 13 
Acres potatoes per farm 108 
Cost per Acre: dollars 
Seed 31 
Spray 22 
Fertilizer 58 
Use of land 9 
Machinery and equipment 83 
Labor 104 
Storage 24 
Other 18 
Total cost 339 
Cost per Barrel: dollars 
Field run potatoes 2.53 
Marketable potatoes 2.85 
Yield per Acre: barrels 
Field run potatoes 134 
Marketable potatoes 118 
Number of sprays 8.5 
Potato Investment per Acre: dollars 
Land 134 
Buildings 152 
Machinery equipment 236 
Per cent of Crop Sold as: 
Seed 45 
Table stock 40 
Processing potatoes 15 
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Medium Large 
Size Size All 
Farms Farms Farms 
14 14 41 
164 271 176 
35 34 34 
13 14 13 
56 58 57 
10 14 {|Z 
76 69 74 
89 92 93 
26 27 26 
19 Uz 18 
324 325 327 
2.48 2.50 2.50 
PLT 2.95 2.87 
131 130 131 
115 109 113 
10.5 9.9 9.6 
146 213 176 
165 162 161 
243 204 223 
39 40 41 
26 36 33 
35 24 26 
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machinery and labor. However, this was offset in part by 
the fact that as acreage increased, yields declined, 
particularly those of marketable potatoes. Real estate 
investment on small farms was lower than on the larger 
farms resulting in lower per acre charges for the use of 
land and buildings. Small farms also had below average 
charges for spray (as a result of fewer applications) and 
the lowest charges for seed. As a result of these 
compensating factors, increasing size was associated with 
some reduction in per acre costs, but with little variation 
in per barrel costs of producing potatoes. However, 
when farms were grouped on the basis of low, medium 
and high costs of producing potatoes (Table 3), low cost 
Operation was associated with above average scale of 
operation both in terms of acres of potatoes and total 
cultivated acres. 


As previously noted, the minimum economic unit in 
potato production is closely related to the acreage that 
one line of machinery and particularly harvesting equip- 
ment can handle in a normal year. Grower estimates of 
this unit size ranged from 100 to 150 acres with most of 
the estimates grouped closely about the mid-point of the 
range. In view of the importance of mechanization, it 
was further suggested by growers that increases in 
acreage should preferably be geared to the capacity of 
the additional harvester or other equipment required to 
handle the expanded operation. In line with this, potato 
acreage on low-cost farms tended to cluster around 125 
or 200 acres while that on high-cost farms was more 
widely dispersed over a range of 65 to 300 acres. 


SUMMARY 


Since 1951 there has been a downward trend in potato 
prices in New Brunswick. This combined with steadily 
rising costs has created a difficult situation for the 
grower. To meet the problem, growers have increased 
size, specialization and mechanization of their opera- 
tions and have cut costs through greater output per 
worker and per acre. Fertilizer, machinery and labor 
which accounted for 17, 23 and 28 percent, respectively, 
or over two-thirds of the total cost of producing 
potatoes on study farms, were the three major cost items 
as well the problem areas in potato production. 


Yields of potatoes in New Brunswick are higher than 
those of the other provinces in Canada and have been 
increased through applications of fertilizer which on the 
study farms were about one-fifth higher than the upper 
limit currently recommended by Researchers and 
Extension workers. This conflict between technical 
recommendations and farm practice plus the fact that 
increasing applications of fertilizer on study farms were 
associated with lower yields of potatoes suggests that 
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this is a critical problem on which more specific answers 


are required. 


Since the minimum economic unit in potato production 
is closely related to the acreage that can be handled by 
one line of equipment, mechanization (and particularly 
harvesting equipment) is an important factor influencing 
scale of operation as well as efficiency of labor and 
capital. Costs of producing potatoes on farms using 
diggers and air-vacuum harvesters were quite similar 
while those on farms using mechanical harvesters were 
slightly higher. 


As acreage in potatoes increased, there was a marked 
reduction in labor and equipment costs per acre but an 
increase in the cost of most other inputs involved in 
producing potatoes. Increasing size was also associated 
with a decline in the yields of potatoes. However, when 
farms were sorted on the basis of production costs, the 
low-cost production was associated with above average 
scale of operation. 


To maximize the efficiency in use of equipment, it is 
usually recommended that increases in potato acreage 
should be made in terms of units which will fully utilize 
the capacity of the additional harvester or other equip- 
ment required to handle the crop. In line with this, 
potato acreages on low-cost farms were closely grouped 
around units of 125 and 200 acres while those on high 
cost farms were more widely dispersed throughout a 
range of 65 to 300 acres. Increasing size and specializa- 
tion in potato growing areas of New Brunswick reflect 
the comparative advantage of potatoes over other farm 
enterprises. The best prospects for diversification on 
these farms appear to be cash crops compatible with 
potatoes, rather than livestock enterprises. 


Three major potato varieties - Kennebec, Netted Gems 
and Katahdin - accounted for 92 percent of the potato 
acreage on study farms. Growers’ intentions with respect 
to future plantings suggest that the acreage in Netted 
Gems will increase while that in Katahdin and, to a lesser 
extent Kennebec, may decline. Grower preference in 
New Brunswick tends to favor multi-purpose varieties 
that can be marketed as seed, table stock or through 
processors. Low-cost farms sold about one-third of their 
crop through processors, while medium and high-cost 
farms marketed a higher percentage of their crop as seed 
and table stock. 


While the potato enterprise seems to frequently be in 
trouble, this crop represents one of the most efficient 
farming operations in the Atlantic region. The fact that 
Maritime potatoes compete successfully on central 
Canadian and international markets while production of 
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most other farm commodities in the region is deficit to 
local market requirements, suggests a high degree of 
comparative advantage to this crop. Research and 
extension programs presumably reflect the relative 
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potential and problems of various farm enterprises in the 
region. A related comment of operators of study farms 
was that their industry merited higher priority than that 
accorded to it in the past. 
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POLICY AND PROGRAM DEVELOPMENTS IN CANADA 


FARM PRODUCTS MARKETING ACT OF 
ONTARIO 


(Ontario Apple Order) 


“The Commodity Board and the Board are each 
authorized to regulate the marketing of apples in 
interprovincial and export trade and for such purposes 
may, with respect to persons and property situated 
within the Province of Ontario, exercise all or any 
powers like the powers exercisable by each of them 
respectively in relation to the marketing of apples locally 
within that province under the Act and the Plan.” (9 
January, 1973) 


FARM PRODUCTS MARKETING AGENCIES 
ACT 1970-71-72 


(Canadian Egg Marketing Agency Proclamation) 


This new agency intends to provide a national supply 
management program for high quality eggs at fair prices 
that can minimize the instability associated with the 
“boom and bust” cycles that has plagued the egg 
industry in the past. 


Quotas are to be assigned to all egg producers in each 
province. A system for the licensing of persons who are 
engaged in the marketing of eggs in interprovincial or 
export trade will be established. The agency may impose 
levies or charges on the production and/or marketing of 
eggs. Powers may be exercised to preclude any person 
from marketing eggs in a province other than the 
province in which the eggs are produced at a price that is 
less than the aggregate of the price charged for eggs 
including any reasonable transportation charges. (19 
December 1972) 


PRINCE EDWARD ISLAND NATURAL 
PRODUCTS MARKETING ACT 


(Prince Edward Island Hog Order) 


“The Commodity Board is authorized to regulate the 
marketing of hogs in interprovincial and export trade 
and for such purposes may, with respect to persons and 
property situated within the Province of Prince Edward 
Island, exercise all or any powers exercisable by it in 
relation to the marketing of hogs locally within that 
Province under the Act and the Plan.” (9 January, 1973) 


AGREEMENT ON SMALL FARMS DEVELOP- 
MENT PROGRAM 


In December 1972, Federal Agricultural Minister Eugene 
Whelan, and Prince Edward Island Agriculture Minister, 
Alex Campbell, signed an agreement to implement the 
Small Farms Development Program in the province of 
Prince Edward Island. This program will help farmers to 
develop more profitable farms. The objectives of the 
agreement are to: 

- “facilitate land transfers toward the development 
of economically viable family farms; 

- assist owner-operators of small farms to realize on 
their equity in their farm holdings.” 


In January 1973, Federal Agriculture Minister E.F. 
Whelan and Nova Scotia Minister of Agriculture, Jack 
Hawkins, also signed an agreement to implement the 
Small Farms Development Program in the province of 
Nova Scotia. 


CANADA SHEEP MARKETING COUNCIL 


The Canada Sheep Marketing Council received legal 
status December 6 1972. The council is not a marketing 
board. The Council’s chief aim is to provide coordina- 
tion of marketing efforts within the industry, and to act 
as a liaison between the sheep industry and the 
government. The council will also recommend changes 
to improve returns to sheep producers. Another 
objective is to examine ways for more efficient use of 
sheep products, lamb, wool and mutton on the domestic 
market, and to ensure the dissemination of market and 
other relevant information. 


FOOD SYSTEMS BRANCH FORMED 


A new Food Systems Planning and Coordination Branch 
was formed within the Canada Department of 
Agriculture, in November 1972. The new branch evolved 
from Project 75 which is a new federal approach to 
agricultural coordination and development based on a 
market-oriented food systems concept. The role of the 
new branch will be to work with all segments of the 
agricultural industry, such as producers, processors and 
distributors and to develop market-oriented plans for 
various commodities through the planning, development 
and coordination of programs within Agriculture Canada 
and other components of the food system. 


Correction 
Volume 7, Number 5, December 1972 
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Page 32, column 2, 2nd paragraph under Canadian 
Wheat Board Act — “The Board will pay to oat 
producers $1.76 per bushel’ should read ‘‘The Board 
will pay wheat producers $1.76 per bushel’. 
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PUBLICATIONS 


ECONOMICS BRANCH PUBLICATIONS 


AERIS 1972. Agricultural Economics Research 
Information System, report 3. This is a list of the 
research that is being done. R.K. Sahi, Ottawa, 
November 1972. 34p. Pub. No. 72/11. 


The Rosthern Region of Saskatchewan. J.W. Channon, 
H.R. Fast and D.A. Neil. Prairie Regional Studies in 
Economic Geography, No. 10. Regina, October 1972. 
143p. Tables, illus. maps. Pub. No. 72/6. 


AGRICULTURE CANADA PUBLICATIONS 


Available from the Information Division, Agriculture 
Canada, Ottawa, Canada, K1A OCS. 


Evaluation of Ornamental Greenhouse Plants. J.H. 
Crossley and S. Arrowsmith. Ottawa, revised 1973. 23p. 
Illustrations. Prepared in the Research Station, Sydney, 
B.C. Cat. No. A53-1457 


Selecting, Exhibiting and Judging potatoes. C.H. Peters. 
Ottawa, 1970. (Reprinted, 1972). 17p. Illustrations. 
Prepared in the Plant Protection Division. Cat. No. 
A73-1421. Free. 


Root Maggots in Rutabagas, Cabbages and Related 
Plants in the Atlantic Provinces. D.C. Read. Ottawa, 
revised, 1972. 8p. Illustrations. Prepared in the Research 
Station, Charlottetown, P.E.I. Cat. No. A43-1075. Free. 


Report of the Canadian Grain Commission. Ottawa, 
1972. 49p. Tables, organization chart. Grain production, 
quality and disposition. Documentation and elevator 
operations. Cat. No. A91-1/1971. Free. 


Managing a Small Poultry Flock. Ottawa, 1973. 13p. 
Illustrations. Prepared by the British Columbia 
Department of Agriculture, Poultry Branch and 
published by Agriculture Canada. Cat. No. A63-1489. 
Free: 


Origin of Livestock Marketed. Monthly report. October 
1972. Cat. No. A77-11/42-10. Free. 


Canadian Wheat Cargoes. Cat. No. A91-5/1972. Free. 


Canadian Durum Cargoes. Cat. No. A91-6/1972. Free. 
Published by the Grain Research Lab., Canadian Grain 
Commission, Winnipeg, Manitoba. Quarterly. Polyglot 
(English, French, German and Spanish). Also English- 
Japanese version under seperate cover. 
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Soil Capability for Agriculture. Canada Land Inventory. 
Ottawa. Timmins, Ontario. Map. Cat. No. EM. 
64-2/42A. 35¢ per copy. 


GOVERNMENT OF CANADA _ PUBLICA- 
TIONS 


Available from Information Canada, 171 Slater Street, 
Ottawa, K1A 0S9. 


Waybill Analysis: Carload All-Rail Traffic, 1971. Ottawa 
1972. 47p. Tables. Published by the Railway Transport 
Committee. This report gives the analysis results 
according to: (a) types of rates, (b) regions of origin and 
destination, and (c) commodities carried. Cat. No. 
TT31-1/1971. $1.00 per copy. 


Canada Forests, 1972. Ottawa, 1972. Prepared in the 
Forest Economics Research Institute. Cat. No. Fo 
51-172. Free. 


Why all the Fuss About Phosphates? Ottawa, 1972. 
Illustrations. Cat. No. EM. 37-372. Free. 


Daily Agrometeorological Data. Issued by the Atmos 
pheric Environment Service. Ottawa. Monthly. Cat. No. 
En. 58-7/8. 35¢ per copy, $3.00 per year. 


Federal Farm Credit and Related Statistics, 1972. Farm 
Credit Corporation. Bilingual. 58p. Tables. 


STATISTICS CANADA PUBLICATIONS 


Available from the Publications Distribution Unit, 
Statistics Canada, Ottawa, K1A OT 7. 


Shipments of Prepared Stock and Poultry Feeds. 
Monthly, Bilingual. Cat. No. CS.32-004. 20¢ per copy, 
$2.00 per year. 


Field Crop Reporting Series. November estimate of 
production of principal field crops, 1972. Cat. No. 
CS.22-002. 20¢ per copy, $4.00 for series of 20 reports. 


Production of Eggs. Monthly. Bilingual. Cat. No. 
CS.23-003. 10¢ per copy, $1.00 per year. 


Apparent per Capita Domestic Disappearance of Food in 
Canada. Ottawa 1972. Annual. Tables, charts. Prepared 
in the Agriculture Division. Cat. No. CS.32-226/1971. 
25¢ per copy. 


Miscellaneous Food Processors. Ottawa 1972. 13p. 
Tables. Bilingual. Annual census of Manufactures. Pre- 
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pared in the Manufacturing and Primary Industries 
Division. Cat. No. CS.32-224/1970. 50¢ per copy. 


Railway Transport. Part 5-Freight carried by principal 
commodity classes. Ottawa 1972. Bilingual. 131p. 
Tables. Cat. No. CS.52-211/1970. $1.50 per copy. 


Census of Canada. AA-19. Agriculture: Forest Products 
From Census Farm Woodlots. Ottawa, 1972. 4p. Tables. 
Cat. No. CS.96-736. 25¢ per copy. 


Survey of Production, 1970. System of National 
Accounts, domestic product by industry. Annual. 
Bilingual. 37p. Tables, charts. Cat. No. 61-202. $0.75 
per copy. 


AGRICULTURAL ECONOMICS RESEARCH 
COUNCIL OF CANADA PUBLICATIONS 


Farm Tax Management Today: Charting a New Course. 
M.S. Anderson. Agricultural Economics Research 
Council of Canada. This publication “identifies the 
burdensome provisions and suggests a number of ways 
farmers can cope with problem areas. The impact of the 
tax changes on the farm home, land holdings, basic herds 
and production quotas, are considered in detail.” $3.00 
per copy. 


Canada: Growth Potential of the Grain and Livestock 
Sectors. E. Missiaen and A. Coffing. Study “of the 
present and future state of Canada’s grain-livestock 
sector’. 


The Impact on U.S. Agricultural Trade of the Accession 
on the United Kingdom, Ireland, Denmark, and Norway 
to the European Economic Community. John Ferris et 
al., Michigan State University, East Lansing, 1971 367p. 
$3.00 per copy. “Using mathematical models and other 
statistical tools, this examination outlines major develop- 
ments expected after the United Kingdom, Ireland, 
Denmark, and Norway join the European Communities: 
a tendency in Europe towards grain and livestock 
self-sufficiency; a reduction of beef and veal consump- 
tion in the applicant countries; a decrease in the supply 
of milk, beef, pork, and cereals; and an increase of 
supply over demand, diminishing export opportunities 
for third country suppliers. Alternative trends for 
hypothetical non-entry are supplied by way of 
contrast.” 


FAO, OECD AND UN PUBLICATIONS 
Group Farming. This publication “deals with the most 


complete forms of association between farms aiming at 
producing in common. This type of association, 
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although relatively recent, has developed nevertheless to 
a sufficient extent, particularly in France and Spain, as 
to permit a first assessment of its achievements to be 
presented”. February, 1972. 52p. $1.50 per copy. 


OECD Agricultural Review. April 1972. 32p. $0.75 per 
copy. 


Aid to Agriculture in Developing Countries. ‘‘A first 
attempt at an analysis of agricultural assistance policies 
of member countries of the OECD Development 
Assistance Committee (DAC) and those of international 
assistance organizations.” July 1968. 184p. $5.00 per 
copy. 


Agricultural Projections for 1975 and 1985. Europe, 
North America, Japan, Oceania. Production and con- 
sumption of major foodstuffs. October 1968. “‘An 
attempt to quantify the food supply and demand 
situation in 1975 and 1985 on the basis of demand 
trends and the factors affecting them.” 130p. $4.00 per 
copy. 


Food Marketing and Economic Growth. May 1970. “A 
study on the transportations of the food marketing 
sector as a result of economic growth and of the 
consequence of these changes in agriculture itself.” 
132p. $3.00 per copy. 


The Market for Beef and Veal and its Factors. ‘“‘Trends 
between 1955 and 1964. Compilation of statistics for 
1970. Analysis of the factors influencing production and 
consumption.” 110p. $3.00 per copy. 


The Management of Agricultural Research. November, 
1970. “Study of the methods currently available to 
research administrators allowing them to rise economic 
criteria in decision making. These can be classified 
broadly as committee methods, cost/benefit-analysis, 
and budget programming methods.” 176p. $3.75 per 


copy. 
OTHER PUBLICATIONS 


Agricultural Statistics report, 1971. Market and 
Statistics Branch, Department of Agriculture, British 
Columbia. 7p. Tables. 


Spectral and Cross-Spectral Analysis of Cattle and Hog 
Sectors, Canada and Regions. S.N. Kulshreshtha. 
Department of Agricultural Economics, University of 
Saskatchewan, Saskatoon. December, 1972. 53p. Tables, 
charts. Tech. Bull. BL: 72-18. 


A Hundred Years in the Dairy Industry. V. McCormick. 
Ottawa, 1968. 205p. Illustrations. 
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The numbering system for Canadian Farm Economics has 
been changed to coincide with the calender year. There 
will be no Volume 7, Number 6 as the February 1973 
issue of Canadian Farm Economics is numbered Volume 
8, Number 1. 
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(4) Potato Production Costs and Practices in New Brunswick 
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INSTABILITY IN THE HOG-PORK INDUSTRY 


variable. 


D.A. West * 


INTRODUCTION 


Stabilization in the hog-pork industry is currently 
receiving considerable attention. Wide fluctuations in 
prices, production and income are common in this 
sector. Annual changes in hog prices, marketings and 
receipts often exceed ten percent (Figure 1). In addition, 
appreciable changes in the same direction are experi- 
enced in successive years. 


The current problem is to achieve greater stability in 
order that growth, efficiency and equity in the industry 
can also be increased. A number of proposals for 
achieving these goals have been made. Most of the 
proposals involve stabilization payments from the 
government or a producer-government fund. These 
proposals require selection of a base price, a support 
price, a contributory level (if any) and a support period. 
Careful consideration of the types and magnitudes of 
fluctuations in prices, production and incomes is 
required if this, or any other type of program, is to be 
effective in both achieving its stabilization goals and in 
contributing to other goals of the industry and the 
economy. 


the several types of variation which characterize the | 
_industry. Each source of variation and its relevance to 
the stabilization problem are first reviewed briefly. 
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The objective of a hog stabilization 
program is the reduction or ameliora- 
tion of the effects of extreme, irregular 
and cyclical fluctuations. 


Trend, cyclical variation, seasonal varia- 
tion and irregular variation are the four 
broad categories of variation in a 


H.W. Smith* 


TYPES OF VARIATION 


There are four broad categories of variation in a variable 
such as price, production or income. These are as 
follows: 


1. trend, the long term direction of change; 


2. cyclical variation, a more or less normal year to 
year change; 


3. seasonal variation, a more or less normal within 
year variation; and 


4. irregular variation, that variation remaining after 
the preceding three have been removed. 


The factors giving rise to each of these types of variation 
in a time series depend on the series being studied. For 
example, an upward trend in production would probably 
reflect expanding demand, while an upward trend in 
prices could be due to increasing costs. Cyclical variation 
in production results from a number of factors, 
including difficulties in predicting price levels and the 
time required for production to respond to changes in 
price. The seasonal pattern of production is largely the 
result of normal variation in costs of production over the 
year including the way the swine enterprise fits into the 
overall crop and livestock system. Irregular variation in 


*Dr. Donald A, West is a senior research economist in the 
Research Division. He joined the Economics Branch in 1970. 
Most of his research has been in livestock marketing. Until 
recently, Miss Wendy Smith was an assistant research economist 
in the Economics Branch. She is presently working for the 
Economic Council of Canada. 


ANNUAL CHANGES IN HOG PRICES, OUTPUT, RECEIPTS 
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Sources: Hog output (slaughter plus live exports) — Livestock and Animal Products Statistics, 
Cat. No. 23-203 Statistics Canada. 
Cash Receipts-Farm Cash Receipts, Cat. No. 21-001, Statistics Canada. 
National Average Price — Agricultural Stabilization Board. 
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HOG PRICES, INDEX 100 OR EQUIVALENT, TORONTO 
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FIGURE 2 
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SEASON VARIATION IN HOG PRICES, INDEX 100 OR EQUIVALENT, 
TORONTO 
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FIGURE 3 


AVERAGE WEEKLY HOG GRADINGS BY MONTHS, CANADA 
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production could occur as a result of disease or large 
fluctuations in feed costs caused by changes in grain 
export demand, weather, etc. Large irregular changes 
could mask or stimulate cyclical variation. Irregular 
variation is the major source of uncertainty in price, 
production and incomes. 


The objective of a stabilization program is the reduction 
or amelioration of the effects of extreme, irregular and 
cyclical fluctuations. Trend is important to a stabiliza- 
tion program only insofar as it might affect the relevance 
of base values or be affected itself by the program. 
Seasonal variation is likewise important, but only if the 
support period is less than one year. 


MEASURES OF THE DEGREE AND 
SOURCES OF VARIATION 


The various types of variation in prices, gradings and 
receipts were measured using a computerized moving 
average technique’. In those cases where trend was 
important, it was measured using linear regression 
analysis and removed from the data prior to measuring 
the other sources of variation.” 


HOG PRICES, TORONTO? 


Total Variation 


During the period January 1965 - June 1972, the highest 
average monthly price for index 100 hogs was $41.96 
(February 1966) and the lowest was $22.82 (April 
1971), a range of $19.14 per hundred pounds dressed 
weight*. The average price during the period was $31.81 


1 Shiskin, Julius, Allan H,. Young and John C, Musgrave. 

The X-II Variant of the Census Method II Seasonal Adjustment 
Program, Tech. Papers No. 15, Bureau of the Census, U.S. 
Department of Commerce, Revised February 1967. 


2The method used was to substract the trend from the original 
observations and apply the ‘‘multiplicative” seasonal adjustment 
program, Therefore, the assumption was, that the relationship 
among the various sources of variation was 

Ya ex (G.S.15) 

where Y = observed value 

T =trend component 

C =cyclical component 

S =seasonal component 

I =irregular component 


Alternative assumptions would have been that all components 
were either addative or multiplicative. Preliminary analysis of 
hog gradings at the national level indicated little basis for choice 
among assumptions. No detailed analysis was done to select the 
most appropriate alternative. 


a national weighted average price by months was not readily 
available. 


4 Prices for Grade A hogs were converted to Index 100 
equivalent by multiplying them by 0.971429, 


with a standard deviation of $4.33.° This means that 
approximately 47 percent of the monthly prices 
deviated from the average by more than + 10 percent of 
the mean, and about 14 percent of the monthly prices 
fell outside a range of + 20 percent. 


Trend-Cycle 


Of the total month-to-month variation during the 
January 1965 - June 1972 period, 29 percent was due to 
cyclical-trend variation. Since little trend in price is 
evident during this period (Figure 2), virtually all of this 
amount can be ascribed to cyclical variation. Over the 
longer period, January 1961 - December 1972, some 
upward trend is apparent®. The difference in average 
prices over the January 1961 - December 1964 and 
January 1965 - June 1972 periods was about $4.40. 
However, hog prices deflated by the index of all farm 
product prices show little trend; deflated by farm input 
prices or the consumer price index they trend down- 
ward’. 


Since 1965, the amplitude of the cycle has been 
appreciably larger than it was in the early 1960’s (Figure 
2). An approximate period of three to four years in the 
cycle is evident. 


Seasonal 


The degree and pattern of seasonal variation has been 
changing. The seasonal patterns for 1961 and 1971 
pictured in Figure 3 reflect the “expected” seasonal 
movements for each year, not the particular monthly 
values of each year. The previous summer peak in prices 
has all but disappeared. February now has the highest 
price levels. April is still the month with lowest prices. 
February prices average five percent above and April 
prices average seven percent below the annual average. 
During the January 1965 - June 1972 period, seasonal 
variation accounted for 51 percent of all month-to- 
month variation.® 


5 5 é A 5 
Assumes prices were ‘‘normally” distributed about their mean, 


©The estimated relationship between price and time (months) 
was as follows (standard error in parenthesis): Py = 27.45 X 
0.046T (0.009) R2 =.17. 


7 Between 1961 and 1971, the index of farm product prices 
increased 15 percent. The index of farm input prices increased 
35 percent and the consumer price index increased 33 percent. 
The most relevant deflator would depend on the objectives of 
the program, 


8 The percentage of total variation due to seasonal factors 
depends on the span of time considered. In this series, for 
example, only 27 percent of variation on a three month average 
to three month average basis was seasonal. In the gradings series, 
however a larger degree of variation was seasonal on spans up to 
four months than on the one month span, 
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Irregular 


During the January 1965 - June 1972 period, irregular 
variation in prices accounted for 20 percent of the 
month-to-month variation and one percent of the 
year-to-year (12 month span) variation. This irregular 
variation is the major source of difficulty in predicting 
hog prices. 


HOG GRADINGS - CANADA, EASTERN AND 
WESTERN 


Total Variation 


During the January 1961 - June 1972 period, hog 
gradings ranged from 105.3 thousand head per week in 
July 1962 to 202.4 thousand in February 1971. The 
average weekly level was 147.8 and the standard 
deviation 24.7 thousand head (monthly basis).? 


Gradings in Eastern Canada averaged 89 thousand head 
per week with a standard deviation of 12 thousand 
(monthly basis). The corresponding figures for Western 
Canada were 59 and 15 thousand head, respectively. In 
other words, Western Canada is subject to a greater 
degree of variation in production than Eastern Canada. 


Trend 


Between 1961 and 1972 average weekly hog gradings in 
Canada increased approximately 490 head per month 
(Figure 4). The rates of increase in Eastern and Western 
Canada were 220 and 250 head, respectively (Figures 5 
and 6).!° 


After removal of trend, appreciable variation remained 
in each series. Approximately 33, 27 and 60 percent of 
the observations deviated from their trend value by more 
than + 10 percent for Canada, Eastern Canada and 
Western Canada, respectively and five, three and 29 
percent deviated more than + 20 percent.!! This 
variation about the trend is of primary concern to a 


The data analyzed were the average weekly gradings by months, 
In this sense, the analysis is on a monthly basis, The weekly 
averages were used to standardize the length of month, 


10 These trend values were estimated using linear regressions on 
monthly data. The estimated functions were (standard errors in 
parentheses): 


Canada Y;y = 114.2 + -.49T R2=*.63 
(.033) 

East Ye = 74.0-4 2227 R2 = .55 
(.016) 

West Vege 1.205 25 T R2 = .47 
(.023) 


: The coefficient of variation was 10,2, 8.8 and 19.5 percent for 
Canada, Eastern Canada and Western Canada, respectively. A 
nonlinear trend function probably would have explained a larger 
degree of variation in the West (Figure 6). 
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stabilization program. The following sections describe 
this variation in each series. 


Cycle 


Over the 11'/, year period January 1961 - June 1972, 
cyclical variation accounted for 92 percent of the annual 
variation about the trend at the national level, 88 
percent in Eastern Canada, and 95 in Western Canada. 
On a month-to-month basis, the corresponding values 
were three, two and five percent. A three year cycle is 
evident in the national and Western series (Figures 4 and 
6) while the cycle in Eastern Canada is less regular 
(Figure 5). 


Seasonal 


The seasonal pattern of gradings changed little over the 
period, but the degree of seasonal variation decreased 
appreciably. Gradings typically fell from relatively high 
levels in the first five months of the year to seasonal 
lows in July and August. November is also a month of 
relatively high marketings. 


About 72 percent of the month-to-month variation in 
Canada was due to seasonal factors. Seasonal factors 
accounted for less of the total variation in the West than 
in the East. This seasonal pattern of gradings reflects the 
seasonal pattern in farrowings. Note that while the 
seasonal pattern of gradings and prices are generally 
inversely related, gradings appear to be more strongly 
influenced by seasonal factors. 


Irregular 


On a month-to-month basis, 25 percent of the variation 
in gradings at the national level were classed as irregular; 
on a 12 month basis eight percent of the variation was 
irregular. Gradings in Western Canada were highly 
irregular on a month-to-month basis (31 percent) com- 
pared to Eastern Canada (20 percent). Annually, how- 
ever, the reverse was true (five and twelve percent 
respectively). 


RECEIPTS - 
CANADA 


EASTERN AND WESTERN 


Receipts from the sale of hogs are not reported on a 
monthly basis. In order to obtain monthly series which 
would reflect variability in producer receipts by region, 
regional hog gradings were converted to warm dressed 
weight and multiplied by market prices. Index 100 
prices at Toronto and Edmonton were used for Eastern 
and Western Canada, respectively. 


AVERAGE WEEKLY HOG GRADINGS BY MONTHS, EASTERN CANADA 
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FIGURE 5 


AVERAGE WEEKLY HOG GRADINGS BY MONTHS, WESTERN CANADA 


000 Head 
ee 


100} 


\ 
so} V 
70} Original series ios -/ oy a 


60 Trend cycle Bess Hing? ae are 
- V had” Wed q ry 


SUUTUUUUUTUU COURT ONT ull NUTUUUUTUNUCUTTY 1 
1961 1962 1963 1964 1965 1966 1967 1968 1969 1970 1971 1972 


FIGURE 6 


CANADIAN FARM ECONOMICS Vol. 8 No. 2 


ESTIMATED HOG RECEIPTS IN EASTERN CANADA 
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ESTIMATED HOG RECEIPTS IN WESTERN CANADA 
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Trend 


During the 1961-1972 period the average weekly 
increase per month was $16.3 thousand and $13.2 
thousand in Eastern and Western Canada, respectively 
(Figures 7 and 8). These estimates corresponded closely 
to an estimated national trend value using reported 
annual data on farm cash receipts from swine.'? 


Approximately 40 and 48 percent of the monthly 
estimates of receipts were more than ten percent above 
or below their trend values in Eastern and Western 
Canada respectively and nine and 16 percent of the 
values deviated more than + 20 percent.!* For Eastern 
Canada the estimated variation about trend in receipts is 
appreciably greater than the estimated variation about 
trend in gradings. The reverse is true for Western Canada. 


Cycle 


During the 111/, year period analyzed, cyclical variation 
accounted for 89 percent of the year-to-year variation in 
Eastern Canada and 78 percent in Western Canada. On a 
monthly basis, the corresponding percentages were eight 
and three. The revenue cycle in Eastern Canada was 


1261 an annual basis, the estimated average and trend values for 
Canada were $359 million and $18.4 million, respectively. The 
average annual value of Statistics Canada’s estimate of farm cash 
receipts from the sale of hogs was $384 million and the linear 
trend estimate was $18.3 million, 


The estimated functions for Eastern and Western Canada 
(estimated monthly data, thousand dollar units) and for Canada 
(Statistics Canada annual data, million dollar units) are: 


East: It = 3236.6 + 16.26T R2 = .62 
(1.097) 

West: Iy = 274.3 + 18,29T R2 = .87 
(2.417) 

Canada: It = 1613.9 + 13.17T R2 = .68 
(.772) 


13 4 fter the trend was removed, the coefficient of variation was 
11.7 and 14,2 percent in Eastern and Western Canada, respec- 
tively. 


inversely related to the gradings cycle over the period. 
This inverse relationship was apparent in Western Canada 
only in the last half of the period. 


Irregular 


Irregular factors were a major source of variation in both 
regions. Approximately 43 percent of the month-to- 
month variation in the East was irregular; 60 percent in 
the West. On an annual basis the respective estimates 
were ten and 22 percent. These estimates of irregular 
variation reflect the degree of income uncertainty facing 
hog producers. 


Seasonal 


Seasonal variation accounted for 49 and 37 percent of 
month-to-month variation in the Eastern and Western 
regions, respectively. The seasonal pattern changed 
somewhat over the period in both regions. Currently, 
February and November are the months with the highest 
receipts in both regions. Receipts are about ten percent 
below average in June and July in the East while August 
and September are the months with lowest receipts in 
the West. 


CONCLUDING COMMENTS 


Several producer groups and government organizations 
are working on proposals designed to reduce instability 
in hog producer incomes and alleviate the effects of 
price and production instability on incomes and exports. 
This article summarizes one approach to measurement of 
the sources and degree of instability in the Canadian hog 
industry. Other methods of measurement could be used 
and the application of the findings to a specific program 
is not illustrated. Knowledge of typical seasonal, 
cyclical, and irregular variations should be helpful in 
making decisions with respect to the base price, support 
price, contribution level, support period and the many 
other factors which must be conSidered in establishing 
any type of stabilization program. 
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AN APPROACH TO THE MARKET REGULATION OF 
BROILER CHICKEN MEAT 


The impact on stabilizing and/or improving broiler 
chicken producer returns within a given framework of 
market demand was favourable using a volume strategy 
as well as a price strategy of supply management. 


The volume strategy appeared to be the better alterna- 
tive when inventory, price and market development 
options were compared. 


INTRODUCTION 


Producer marketing boards are common entities in 
Canada and there is some speculation that a National 
| Agency is desirable for poultry meats. This article 
reviews part of an analysis conducted in the context 
of a regulated market based on the assumption that 
the various poultry boards coordinate their efforts to 
regulate the market on a national scope. The analysis 
| indicated that a substantial improvement could result 
through a “group action” setting. The impact on 
stabilizing and/or improving producer returns within 
a given framework of market demand was favourable 
using a volume strategy as well as a Pie strategy of | 
supply management’, 


Increasing concern was expressed during 1970 and 1971 
about low broiler chicken prices to producers and the 
allocation of markets among provinces which lead to the 


‘chicken and eggs’ war of the 1970’s. Since then, 
producer prices have improved substantially due to 
various market conditions. However, one major reason 


*Nelson Longmuir is an Outlook economist with the Marketing 
and Trade Division of the Economics Branch. This article is 
based on his Master’s thesis: ‘““Market Regulation of Agricultural 
Products in Canada: The Case of Poultry Meats’, the 
Department of Agricultural Economics, University of Manitoba, 
October 1972. 
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N.L. Longmuir™* 


for improved producer prices was probably the agree- 
ment to attempt to resolve market regulation problems 
by the various boards. 


If producer marketing boards for broiler chickens should 
desire to stabilize price and/or quantity in some manner 
(supply management), then seasonal (within the year) 
measures of demand would be needed*. Moreover, a 
market regulation strategy would be necessary to 
regulate the market in order to stabilize and/or increase 
producer prices within the given framework of market 
demand. 


SEASONAL DEMAND VARIATION 


Demand in this article is defined as the quantity of 
broilers that buyers will take at a given price in a given 
market (Canada) at a given time (a certain month). 
Demand increases if buyers will take more at a given 
price than in a previous month or if they will pay more 


1 - 

Supply management means the centralized control over 
quantity and/or price of the regulated product of specific quality 
from a specified group of producers to a particular market or 
markets in a given time period. 


a review of the given demand analysis can be found in N.L. 
Longmuir ‘‘Market Regulation of Agricultural Products in 
Canada: The Case of Poultry Meats’’, unpublished Masters 
Thesis, the Department of Agricultural Economics, University of 
Manitoba, October 1972, pp. 49-55. 


for a quantity than in a previous month. Demand 
decreases if buyers will take less at a given price or if 
they will not pay as much for a given quantity. 


By ‘group action’ strategy of stabilizing and/or 
increasing total revenue at least two alternative strategies 
are possible. The first option that the various boards 
could invoke would be volume regulation at a constant 
level throughout the year and allowing the price to 
adjust to clear the market, other things being equal. The 
quantity slaughtered would be stabilized, but the price 
would fluctuate within the year. However, a simple price 
pooling mechanism could be introduced to stabilize 
price. 


The alternative option that the boards could choose 
would be to regulate the price at a constant level 
throughout the year and allow the quantity to adjust to 
clear the market, other things being equal. In order to 
determine what level to regulate quantity or price, the 
‘group action’ only needs to agree on a level that would 
stabilize and/or increase total revenue. The month that 
approximated the yearly average quantity slaughtered 
was chosen for illustrative purposes. 


The graphical illustration used in this study was adapted 
from a study by Darley’. It illustrates the changing level 
of demand relative to the base month. Figure 1, for 
example, illustrates the implications of what could be 
expected to happen to the price (quantity) when the 
quantity (price) is held constant at the base month 
throughout the year. The vertical axis of the graph 
represents the fixed level of quantity at the base month 
and cuts the monthly demand equations to yield the 
market clearing prices. These prices were then converted 
to percentage differences from the base month to 
indicate the degree of fluctuation on a percentage basis. 
Similarly the horizontal axis represents the price level 
held constant and cuts the monthly demand equations at 
the market clearing quantities. The quantities were 
converted to percentages to illustrate the degree of 
fluctuation of quantity marketed on a percentage basis. 
Figures 1 and 2 illustrate the price-quantity relationships 
within a given framework of demand under supply 
management regulation for broiler chickens during 1971 
and 1972. 


IMPLICATIONS OF DEMAND AND TOTAL 
REVENUE FOR MARKET REGULATION 


Basic economic theory indicates that short run total 
revenue is maximized when the marginal revenue equals 


2 Rep: Darley ‘“‘Monthly Price Estimating Models for Broilers’, 
unpublished Ph.D. Thesis, Purdue University, 1961. 


10 


zero and that demand is unit elastic. If the demand is 
unit elastic, the price flexibility is equal to one.* If the 
price flexibility coefficient is greater than one, demand 
is inelastic and if it is less than one, demand is elastic. In 
other words, if the price flexibility is less than one, total 
revenue can be increased. However, when the market is 
imperfect, economic theory implies that producers 
operate where marginal revenue equals marginal cost in 
order to maximize profits rather than total revenue?. 


Under market regulation, the basic objective of producer 
marketing boards is to stabilize and/or increase price. 
Since producer boards regulate the quantity marketed to 
improve the price and revenue position, one could 
assume that maximum total revenue is unattainable, but 
that increased total revenue is possible. This would also 
imply that we are operating in the elastic portion of the 
demand curve. In the case of broiler chicken meat, Lee 
obtained a price flexibility of -0.267. 


The low magnitude of the price flexibility coefficients 
indicates that the quantity marketed, if unregulated, 
would be highly responsive to a one percent change in 
price. Or in other words, a one percent change in the 
quantity of broiler chickens slaughtered would be 
associated with a -0.26 percent change in broiler chicken 
prices. On the other hand, the low price flexibility 
coefficient could also be an indication of the degree of 
instability that would prevail in the industry without 
market regulation. 


USE OF MONTHLY DEMAND ESTIMATES 
UNDER SUPPLY MANAGEMENT 


If the quantity slaughtered had been held constant at the 
June level of 2.04 pounds per capita throughout the 12 
months, other things being equal, the monthly prices 
would have been adjusted to the appropriate monthly 
levels according to the demand specifications of broiler 
chicken meat and would give the results found in Table 
1, column 2. When the fixed quantity was greater than 
the actual quantity demanded, the price declined 
according to the demand specifications. Likewise, when 
the fixed quantity was less than the actual quantity 
demanded, the price increased. The price fluctuated 
between 13.54 (18.01) and 16.96 (22.56) cents per 
pound when the quantity slaughtered was fixed at 2.04 
pounds per capita per month.® The estimated total 


+R yy: Foote, Analytical Tools for Studying Demand and Price 


Structures, U.S.D.A. Handbook 146, Washington D.C. 1958. 


SRAH. Leftwich, The Price System and Resource Allocation, 
(Third Edition), New York: Hart Rinehart and Winston, 1966. 


© Values in parenthesis are current dollar values and can be 
calculated using conversion values found in Table 3. 
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TABLE 1. SUPPLY MANAGEMENT RESULTS FOR BROILER CHICKEN 1971? 


Actual Estimated Actual 
Price Price® Quantity 
a d/ib. —-— ——— ee 
January 14.15 13.65 1.9755 
February 14.01 13.54 1.8251 
March 14.19 14.57 2.1587 
April 14.34 14.16 2.0115 
May 14.76 14.90 2.0227 
June IIS 14.99 2.0419 
July 15.45 16.29 2.1749 
August 15.42 16.96 2.1586 
September 15.51 16.91 2.0320 
October 15.30 16.32 2.0566 
November 15.03 16.18 2.1338 
December 14.96 15:29 1.9502 
Year 14.87 15.33 24.5314 


*Deflated values, 1961 = 100 
Pwith quantity held constant at June level of 2.04 Ib./capita. 
With price held constant at June level of 15.15 ¢/Ib. 


revenue when the quantity slaughtered was held con- 
stant was 81.5 (108.9) million dollars. The total per 
capita demand was 24.50 pounds which indicated that 
demand would have been decreased for the year. 


If the price had been held constant at the June level of 
15.15 (20.25) cents per pound throughout the year, 
other things being equal, the monthly quantities slaugh- 
tered would have been expected to adjust to the 
appropriate monthly levels specified by the demand 
equation. When the fixed price was greater than the 
actual price, the quantity demanded decreased according 
to the demand specifications. Likewise, when the fixed 
price was less than the actual price, the quantity 
slaughtered increased. The quantity slaughtered fluc 
tuated between 1.47 and 2.68 pounds per capita when 
the price per pound was fixed at 15.15 cents per pound 
per month and the estimated total revenue was 83.1 
(111.1) million dollars (Table 2). The total per capita 
slaughter associated with the June price constant 
strategy was 24.50 pounds which indicated that when 
the price increases the quantity demanded declined for 
the year. Figure 1| illustrates the price-quantity relation- 
ships for 1971. 


Figure 1 (a) shows that in August, for example, an 
estimated 31.53 percent more broiler chicken could have 
been marketed than in June at the June price of 15.15 
cents per pound. Or if the quantity marketed in August 
had remained constant at the June level of 2.04 pounds 
per capita, price could have been an estimated 11.98 
percent higher. Similarly, for example, if prices had been 


|e 


Actual Estimated Estimated 
Estimated Total Total Total 

Quantity° Revenue Revenue? Revenue® 

--— LUO $000 — — —-——-——— — 
1.5101 5983 5966 4897 
1.4725 5487 5934 4787 
1.8369 6590 6401 5987 
1.6913 6222 6237 5527 
1.9552 6456 6581 6405 
1.9865 6706 6637 6524 
2.4468 7303 7230 8057 
2.6856 7253 7549 8866 
2.6669 6885 7544 8826 
2.4576 6891 7299 8154 
2.4070 7009 7254 8007 
2.1278 6421 6918 7095 
24.5028 79211 81556 83137 


stabilized (note the horizontal line in Figure 1), an 
estimated 14.8 percent more broilers could have been 
marketed in July, than in June. If the objective of the 
boards had been to stabilize the amount of broilers (note 
the vertical line in Figure 1 (a) and (b)), broiler prices 
would have averaged about 7.5 percent higher in July. In 
December, 4.2 percent more broilers could have been 
marketed at the stabilized June price level, or the price 
would have increased 1.6 percent had the quantity been 
stabilized at the June level. 


Figure 1 (b) shows that in the months of January, 
February, March, April and July, the percentage change 
in price from the June level decreases (when the 
quantity marketed is stabilized) by 27.88, 26.04, 17.17, 
10.63 and 2.71 percent respectively. Alternatively, when 
the price was stabilized at the June level the quantities 
marketed decreased by 10.60, 9.90, 6.52, 3.81 and 1.03 
percent respectively. 


The total revenue increased by about 4.9 percent when 
the price levels were stabilized at the June level of 15.15 
cents per pound. Alternative stabilization by quantity, 
held constant at the June level of 2.04 pounds per 
capita, resulted in a 2.8 percent increase in total revenue 
for broiler chickens. It would appear that price stabiliza- 
tion would yield more total revenue. 


FORECASTING 1972 SITUATION 


One way of evaluating the theory and method of 
estimation in the broiler chicken econometric model is 
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TABLE 2. SUPPLY MANAGEMENT RESULTS FOR BROILER CHICKENS 1972 FORECASTED? 


(Forecasted) Estimated (Forecasted) 
Price Price® Quantity 
—------ ¢/Ib— — — — — —-—-——— 
January 14.57 14.34 2.0050 
February 15.21 14.53 1.8460 
March 14.90 15.15 2.1761 
April 15.22 15.12 2.0208 
May 15275 15.66 2.0253 
June 15.54 15.49 2.0378 
July 15.75 16.05 2.1634 
August 15.66 15.86 2.1402 
September UBs778 15.64 2.0082 
October 14.91 14.82 2.0260 
November 15.04 15.13 2.0855 
December 15.04 14.62 1.9090 
Year 15.29 15.21 24.4438 


(Forecasted) Estimated Estimated 
Estimated Total Total Total 

Quantity © Revenue Revenue? Revenue® 

Ibs.p.c.—-—-—---—- -————————— $000 ~— — — —-—— —— 
1.8375 6471 6626 6123 
1.9056 6257 6755 6388 
2.1246 7267 7084 7164 
2.1132 6935 7111 7168 
2.3048 7234 7409 7864 
2.2447 7226 USE 7704 
2.4427 7818 7682 8433 
2.3740 7736 7633 8243 
2.2967 7334 7572 8021 
2.0075 7051 7218 7051 
2.1157 7367 7409 7473 
1.9365 6780 7202 6879 
25.7036 85481 87077 88517 


*Deflated values, 1961 = 100 


bWith quantity held constant at November level of 2.08 Ibs./capita. 


CWith price held constant at November level of 15.04 ¢/Ib. 


to compare forecasts outside the sample period, from 
which the structural parameters have been estimated 
with subsequently observed values of the same variables. 
The closeness with which the predicted values approxi- 
mate the actual values give a general indication only of. 
whether the model is acceptable or unacceptable in 
predicting these values. Forecasting the predict requires 
having the values of all the variables on the right hand of 
the equation. The values of the endogenous variables in 
the system will be influenced by the value of the predict 
and thus cannot be known before the forecast is made. 
They must also be forecast at the same time. A solution 
for this problem is to obtain the estimated structural 
equations and then solve the resulting equations to 
obtain each endogenous variable as a function of 
exogenous variables only. This implies the use of the 
reduced form of the structural equations to forecast the 
values of the jointly dependent variable. The U-Coef- 
ficients for the structural equations used in forecasting 
indicate that an acceptable degree of confidence can be 
placed in the values forecast’. 


Forecasting the 1972 situation for broiler chickens was 
carried out using the above mentioned forecasting 
technique. The Canadian average deflated price was 
forecast to be 15.29 (20.90) cents per pound with the 
monthly prices fluctuating between 14.57 (19.93) and 


"For a more accurate discussion on forecasting accuracy tests 
see: H. Theil, Economic Forecasts and Policy, 2nd Edition, 
Amsterdam: North Holland Publishing Company, 1961 also, 
Applied Economic Forecasting, Amsterdam: North Holland 
Publishing Company, 1966. 
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15.75 (21.54) cents per pound. The per capita slaughter 
was forecasted to be 24.4 pounds and the monthly per 
capita quantity slaughtered fluctuated between 1.84 and 
2.17 pounds per capita. The total revenue was forecast 
to be 85.4 (116.9) million dollars (Table 3). 


TABLE 3 CONVERSION TABLE FOR CALCULA- 
TION OF CURRENT VALUES 


Consumer Price Index 


Month 1971 1972* 
January 1.303 1.349 
February 1.309 1.352 
March 1.313 1.356 
April 322 1.359 
May 1 So2i7 1.362 
June 1.330 1.366 
July 1.341 1.369 
August 1.350 ow 
September 1.347 1.376 
October 1.349 1.379 
November 1,354 1.382 
December 1.367 1.386 


*1972 values are forecasted values 


When applying the technique outlined above for supply 
management, the quantity slaughtered were held 
constant at the November level of 2.08 pounds per 
capita. The price fluctuated between 14.34 (19.82) and 
15.86 (21.92) cents per pound. The quantity demanded 
for 1972 increased from 24.44 to 25.02 and the 
estimated total revenue was 88.5 (121.1) million dollars, 
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an increase of 3.6 percent. Wherever the fixed quantity 
slaughtered of 2.08 pounds per capita was greater than 
the forecast quantity slaughtered, a decrease in price was 
noted. Likewise, wherever the fixed quantity slaughtered 
of 2.08 pounds per capita was less than the forecast 
quantity demanded, an increase in price occurred. 


Alternatively, when the price was held constant at the 
November level of 15.04 (20.58) cents per pound, the 
per capita quantity demanded ranged from 1.83 to 2.44 
pounds per capita and the total quantity demanded was 
25.7 pounds per capita. The estimated total revenue was 
87.0 (119.1) million dollars, an increase of 1.8 percent. 


Figure 2 (a) shows that in July, for example, an 
estimated 17.12 percent more broiler chicken could have 
been marketed in November at the November price of 
15.04 cents per pound. However, if the quantity 
marketed in July had remained constant at the 
November level of 2.08 pounds per capita the price 
would have been 6.69 percent higher. Likewise, if the 
price had been stabilized for the month of June at the 
November level 7.6 percent more broilers could have 
been marketed in June. Alternatively, if quantity 
stabilization had been implemented the price would be 
an estimated 2.9 percent higher than in November. 


Figure 2 (b) shows that for the months of January, 
February, October and December a decrease in price 
could have been expected of 11.89, 8.62, 3.74 and 7.15 
respectively, if the quantity marketed was stabilized at 
the November level. If the price was stabilized at the 
November level, the quantity marketed could have been 
expectedsto decrease Dy 4.65.63.37 6 1-46 eanda 2.19 
percent, respectively, from the November level. 


IMPLICATIONS OF SUPPLY MANAGEMENT 
ANALYSIS 


The impact of the supply management approach could 
be considered beneficial to broiler producers for a 
number of reasons. The results of the analysis indicated 
that about 4.9 percent more income could have been 
accrued to producers, if the pricing option had been 
implemented. Otherwise, about 2.9 percent more income 
could have been realized if the volume option had been 
used. Moreover, a greater degree of stability could have 
been introduced into the broiler industry at the 
producer level. By either option, the average price level 
could also have been improved. Since the same quantity 
of broilers could have been marketed using the volume 
option and weighted price increase (Table 1), producers 
would have been better off because total production 
costs should have remained constant. Similar reasoning 
can be used for the pricing option analysis. 
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The study also looked into the impact that market 
regulation through ‘group action’ might have on price 
and total revenue if inventory control and market 
development had been prime objectives of the ‘group 
action’. The general conclusions that can be drawn from 
the quantitative analysis were that price and total 
revenue could be improved by the magnitude of five and 
fifteen percent for broiler chickens. 


However, there are a few limitations such as: 


(1) the analysis did not consider the effects of joint 
regulation of broiler chicken meat in pricing and volume 
strategies. 


(2) the analysis makes no attempt to draw any 
conclusions about individual or provincial producer 
profit levels, but assumed that if total revenue increases, 
other things being equal, each producer would benefit 
from the supply management regulation. 


(3) the analysis assumes that biological production can 
be altered in order to regulate the marketings at constant 
rates, without increasing production costs for broiler 
chickens. 


(4) the forecast values for 1972 input data needed to 
simulate the market regulation analysis compared to 
actual values, indicate that some of the forecasts were 
not completely accurate and in some cases the error 
tends to accumulate. For example, the broiler chicken 
inventory forecast results were bias upward due to the 
fact that the forecasting technique used did not take 
into consideration the regulation of output in 1972. This 
affected the magnitude of the inventory forecasts. 


The information developed was of a suggestive nature 
implying that through a strong co-ordinated group 
action, the total revenue of producers could be stabilized 
and/or improved by the implementation of certain 
regulatory techniques available to producer boards. The 
analysis shows that more price or quantity stability 
could be introduced via the group action approach to 
national regulation. 


SUMMARY 


The information on the effects of alternative regulatory 
strategies on improving and/or stabilizing producer 
prices and incomes for broiler chickens was encouraging 
and indicated that a national coordinated effort could 
possibly improve price and stability at the producer 
level. The volume strategy appeared to be the better 
alternative when inventory, price and market develop- 
ment options were compared. However, the volume 
strategy indicated that short-term revenue would be 
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foregone, but the advantage of output stability would be 
greater over the years. A price pooling mechanism might 
be employed with the volume strategy to create price 
and volume stability at the producer level. The price 
pooling system has the advantage of paying equal prices 
for equal quality products. There would be regional 
allocation problems at the national level but a national 
organization could work out the details if such a system 
were adopted. 


Finally, the analysis indicated that the role of producer 
marketing boards as an organization in creating stability 
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and cohesiveness in the broiler industry could benefit all 
broiler producers. The analysis was at the national level® 
and assumed that the various boards acted in a co- 
ordinated ‘group action’ manner to regulate competition 
among themselves as well as the market via supply 
management. 


8 ror a more detailed discussion of national organizations see: 
R.M.A. Loyns, ‘‘National Marketing Boards: A Review of Their 
Problems and Potentials’, The Department of Agricultural 
Economics, The University of Manitoba, February 1971, 
(Mineograph). 
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STRUCTURE OF THE CANADIAN MANUFACTURING 
MILK AND CREAM PRODUCTION INDUSTRY 


ime nema 
iia. 


R.K. Sahi* 


INTRODUCTION 


The structure of the Canadian manufacturing milk and 
cream production industry has undergone significant 
changes in recent years (I, II, II). In order to formulate 
effective dairy policies and programs, it is necessary that 
these changes be measured and their nature, direction and 
causes determined. For this reason, the Economics 
Branch of Agriculture Canada in co-operation with the 
Canadian Dairy Commission, undertook a study of the 
structure of this industry as it existed in 1971. The 
study also attempted to examine the direction and 
magnitude of structural changes which have occurred in 
the industry since 1966, 


features of farmers. 


*Dr. R.K. Sahi is an economist with the Research Division of the 
Economics Branch, Agriculture Canada, This article is based on 
an Economics Branch report by Dr. R.K. Sahi which is currently 
under review, ‘Structural and Technological Change in Canadian 


Manufacturing Milk and Cream Production: 1966-1971.” The 
statistics in this article are based on the above mentioned report. 
The author wishes to express his appreciation to Dr. V. Gilchrist, 
Dr. K.J. Mackenzie and Dr. B.B. Perkins for their constructive 
comments on this article. 
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LA survey was carried out to collect specific informa- | 
| tion: on various characteristics of the industry, | 
| including the nature and importance of the dairy — 
_ enterprise, values of physical assets, numbers of | 
livestock, labor utilization, and selected demographic | 


The degree of producers’ dependence on milk and cream 
sales increases with herd size. 


On cream farms, livestock production is complementary 
to cream production. 


Canadian cream producers are older than manufacturing 
milk and fluid milk producers. 


There is an inverse relationship between the number of 
milk cows and the age of dairy farmers. 


In May 1971, a single page questionnaire was mailed to 
all producers registered with the Dairy Commission. 
Included in the study were 84,000 manufacturing milk 
and cream producers distributed across Canada and 
about 9,800 fluid milk producers in Ontario and British 
Columbia, the only two provinces in the study for the 
fluid milk sector. Of the total 94,000 producers, 51,000 
returned usable questionnaires, a response rate of 55 
percent. The data for 1966 were obtained in a similar 
survey’, but no information was collected on fluid milk 
shippers as none of these producers at that time were 
registered with the Dairy Commission. Some of the data 
used in the study were assembled from other sources 
(e.g., records of the Dairy Commission). 


THE DAIRY ENTERPRISE 


In 1971, there were 93,000 manufacturing milk and 
cream producers registered with the Canadian Dairy 
Commission. One-half of these shipped manufacturing 
milk and one-half farm-separated cream. While the cream 
producers were concentrated in the Prairies, over 90 
percent of the manufacturing milk producers were 
located in Central Canada. Between 1966 and 1971 the 
cream producing sector declined in numbers by one-half 


“The Structure of the 
, Economics 
1968. 


1White, W.J., and Heighton, V.A. 
Manufacturing Milk and Cream Industry in Canada” 
Branch, Canada Department of Agriculture, Ottawa, 
Publication No. 68/6. 
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NUMBER OF CANADIAN MANUFACTURING MILK AND 
CREAM PRODUCERS, 1966-67 TO 1971-72 
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FIGURE 1 


and the manufacturing milk sector by one-third (Figure 
1). At this rate of decline, the numbers of non-fluid 
dairy producers will total 60,000 to 65,000 in 1976. 


A combination of factors are responsible for the decline 
in the number of non-fluid dairy farms. One source 
suggests that these factors may include large capital 
requirements, age of operators, rising non-agricultural 
wages, increasing preference for leisure and improved old 
age security”. Another source points out the existence 


2Saab, G.A., ‘‘Socio-Economic Study of Quebec Ex-dairy 
Farmers Whose Milk Quotas were Reallocated in 1967-1968 
Through the Sale of Their Dairy Herd”. An unpublished report, 
Economics Branch, Agriculture Canada, 1971. 
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— — — —— Manufacturing milk 


Total of manufacturing milk 
and cream 


1971-72 


1970-71 


1969-70 


of more profitable alternatives such as crops in the 
Prairies and beef and hogs in the East?. 


In terms of output and number of shippers, the cream 
sector has declined in relative importance in the 
Canadian dairy industry. The number of cream shippers 
as a percentage of the total number of manufacturing 
milk and cream producers dropped from 63 percent in 
1966 to 54 percent in 1971. Many cream shippers have 
changed to shipping manufacturing milk. One reason for 
this shift is that bulk transportation has increased the 
distance over which milk can be shipped from farms to 


3 Perkins, B.C., Clark, J.H., and Marshall, R.G. ‘“‘Canadian Dairy 
Policies’’, Ottawa: Queen’s Printers, 1969, p. 20. 


ik, 


plants by significantly reducing the cost of handling’. 
This development, together with the inability of many 
small creameries to compete with the larger milk 
processing plants, has reduced the relative cost advantage 
of farm-separated cream. These changes apply partic- 
ularly to Eastern Canada where there is a widespread 
distribution of manufacturing milk plants. In the Prairie 
Provinces, the number of milk processing plants has 
increased in recent years. This has provided producers 
with the opportunity to change from cream to manu- 
facturing milk production. At the same time, the 
number of small creameries has decreased sharply. 


From 1966-67 to 1971-72 total manufacturing milk and 
cream shipments for Canada declined by 14 percent 
reaching a level of 298 million pounds of butterfat in 
1971-72° (Figure 2). Cream shipments dropped by 
two-fifths during the same period. Projection of this 
trend indicates that cream shipments are likely to be 45 
to 50 million pounds in 1975-76. Manufacturing milk 
shipments also fell in 1970-71, but have taken an 
upward turn since 1972-73. They appear likely to 
continue to increase in the future at a moderate rate®. 


Generally, cream producers operated small dairy enter- 
prises in 1971. The average herd size was nine cows 
(Table 1). Manufacturing milk producers had reasonably 
large herds (averaging 22 cows), while fluid milk 
producers maintained even larger ones (35 cows). 
Regionally, for all types of dairying, the Central 
Provinces had the largest herds. Between 1966 and 1971 
the average number of milk cows per non-fluid dairy 
farm in Canada increased from 12 to 15 cows’. Increases 
in herd size occurred in all provinces except British 
Columbia. The largest increase took place in Quebec 
where the average number of cows rose from 15 to 21 
per farm. 


The majority of Canadian cream producers depended 
more on other sources of revenue than on cream; 
only 14 percent received more than one-half of their 
cash receipts from cream sales, while 28 percent derived 
one-half or more of their cash receipts from the sale of 
livestock. In Alberta and Ontario, the major portion of 
cream producers’ total cash receipts was derived from 


4 Ibid, p. 20. 


>The “dairy year’’ (e.g., April 1 to March 31) is used here 
because the Canadian Dairy Commission assembles data on 
shipments of manufacturing milk and cream on this basis. 


San unpublished research study by the author suggests that if 
current dairy policies continue, industrial milk supply would be 
about ten billion pounds in 1980, 


7 Throughout this article, changes in farm characteristics between 


1966 and 1971 are discussed on the basis of changes in averages, 
not adjustments by individuals, 
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TABLE 1. AVERAGE NUMBERS OF LIVESTOCK ON 
DAIRY FARMS, CANADA, 1971. 


Average Number per Farm 


Dairy Dairy Beef Veal 
Cows Heifers Cattle Calves Hogs 
Cream Producers 
CANADA 9 5 20 9 36 
Prince Edward Island 10 5 14 6 21 
Nova Scotia Z 5 11 4 24 
New Brunswick 11 5 10 6 20 
Quebec 14 5 10 9 22 
Ontario 12 7 24 9 48 
Manitoba 8 4 17 8 28 
Saskatchewan 7 4 20 10 28 
Alberta 9 4 25 11 51 
British Columbia 6 4 16 5 15 
Manufacturing Milk 
CANADA 22 10 12 (| 56 
Prince Edward Island 14 8 17 4 33 
Nova Scotia 15 7 16 4 23 
New Brunswick 17 10 14 6 25 
Quebec 22 9 9 12 62 
Ontario 22 12 16 8 46 
Manitoba 22 13 15 7 34 
Saskatchewan 14 5 13 16 40 
Alberta 22 11 2 12 58 
British Columbia 19 11 12 1 4 
Fluid Milk 
Ontario 35 25.0 15 9 71 
British Columbia 39 25.0 9 i 36 


livestock sales and in Manitoba and Saskatchewan from 
crop sales. However, a significant proportion of cream 
producers in Quebec and the Maritimes reported cream 
sales as an important part of their income: about 
one-third received more than half of their cash receipts 
from this source (Table 2). 


Most of the manufacturing milk producers, especially in 
Quebec and Ontario, depended on milk sales to a 
significant degree: two-thirds received more than one- 
half of their cash receipts from this source. Fluid milk 
producers in Ontario and British Columbia also 
depended heavily on milk sales; about 90 percent of 
these producers received more than one-half of their 
cash receipts from the sale of milk. 


The degree of dependence on milk and cream sales 
increased with herd size. Manufacturing milk producers 
with small herds (one to seven cows) received, on the 
average, two-fifths of their cash receipts from dairying, 
while producers with large herds (33 to 47 cows) 
obtained three-fourths of their cash receipts from this 
source. 
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QUANTITY OF BUTTERFAT SHIPPED BY CANADIAN 
MANUFACTURING MILK AND CREAM PRODUCERS, 
1966-67 TO 1971-72 
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FIGURE: 
The 1966 and 1971 surveys’ showed _ that 


Quebec’s manufacturing milk and cream producers 
increased their reliance on the sales of these two 
products significantly during this period. In Ontario, 
however, the dependence of manufacturing milk and 
cream shippers on dairying declined as a result of the 
transfer of some large volume milk shippers from the 
manufacturing milk pool to the fluid milk pool under 
the Graduated Entry Program®. Nationally, producers’ 
dependence on manufacturing milk and cream sales 
remained at the same level between 1966 and 1971: 37 


8Marshall, R.G., and Lane, S.H., “Fluid Milk Pricing and 
Producer Quota Policies in Ontario, 1965-1969”, Department of 
Agricultural Economics, University of Guelph, Publication 
AE/71/5, May 1971, pp. 73-84. 
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Manufacturing milk 


Total of manufacturing milk 
and cream 


1970-71 


1969-70 1971-72 


percent of the producers derived one-quarter of their 
cash receipts or less from this source in both years. 


PHYSICAL RESOURCES 


In 1971, the average size of Canadian manufacturing 
milk and cream farms was 443 acres, with large 
variations among provinces. Producers in the Maritimes 
and the Central Provinces averaged less than half of the 
Canadian average, whereas farms on the Prairies were 
larger. In Ontario and British Columbia, fluid milk 
producers operated more land than either manufacturing 
milk or cream producers. During the period 1966 to 
1971, the average improved acreage of non-fluid dairy 
farms increased by 50 percent to 337 acres. Should the 
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TABLE 2. DISTRIBUTION OF CANADIAN DAIRY FARMS BY PROPORTION OF TOTAL CASH RECEIPTS 


FROM MILK & CREAM SALES, 1971 


Percentage of Total Cash Receipts 


0-10 11-25 26-50 51-75 76-90 91& Total 
over 
per cent 
Cream 
CANADA 30 29 27 9 3 2 100 
Prince Edward Island 9 19 47 19 4 2 100 
Nova Scotia 28 17 26 17 6 6 100 
New Brunswick 17 16 S5 20 iT, 5 100 
Quebec 16 7 28 29 12 8 100 
Ontario 19 31 39 7 2 2 100 
Manitoba 29. SZ 27 8 2 2 100 
Saskatchewan 43 34 18 2 1 2 100 
Alberta 32 31 237) 6 2s 2 100 
British Columbia 30 24 25 13 2 6 100 
Manufacturing Milk 
CANADA 9 4 7, 29 29 12 100 
Prince Edward Island 5 10 47 P| 9 2 100 
Nova Scotia 3 8 35 46 3 5 100 
New Brunswick 15 6 25 31 15 8 100 
Quebec 11 2 1 28 32 14 100 
Ontario 7/ 6 24 St 24 8 100 
Manitoba 5 5 29 32 21 8 100 
Saskatchewan 0 7 79 14 0 0 100 
Alberta 6 9 31 30 19 5 100 
British Columbia 9 9 ) 27 37 9 100 
Fluid Milk 

Ontario 3 1 8 Si 43 14 100 
British Columbia 3 1 3 38 47 100 


present trend continue, Canadian non-fluid dairy farms 
will average about 450 acres in 1976. 


Cream producers had a higher average value of farm 
assets (including land, buildings, installed equipment and 
implements but excluding livestock) than manufacturing 
milk producers ($51,400 and $40,200 per farm respec- 
tively, Table 3). However, fluid milk producers in 
Ontario and British Columbia invested an average of 
$115,000 per farm. The Western Provinces had sub- 
‘stantially larger average capital stocks per manufacturing 
milk and cream farm than the Maritimes or the Central 
Provinces. Quebec farmers invested only half as much as 
Ontario producers. These differences in investment are a 
reflection of variations in the types of farming practiced 
in different regions. For example, higher values of farm 
assets in the Prairies are due to the larger crop acreages. 
The investment on cream farms in Ontario was higher 
than in Quebec as a result of larger beef enterprises and 
higher land prices in Ontario. 
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Canadian cream producers had a greater investment in 
land than manufacturing milk shippers, but less than 
that of fluid milk producers. However, they reported a 
lower investment in buildings, installed equipment, and 
implements than manufacturing and fluid milk 
producers. Regionally, the Western manufacturing milk 
and cream producers had higher amounts invested in 
these resources than farmers in the Central and Maritime 
provinces. 


Four explanations exist for higher investments by fluid 
milk producers: 


1) They require larger investments to maintain their 
bigger herds. In Ontario, for example, fluid producers 
averaged 35 cows per herd, while manufacturing milk 
producers had 22 cows and cream producers had 12 
cows (Table 1). Statistical analysis, however, indicated 
that only 15 percent of the variation in total farm assets 
could be attributed to differences in herd sizes. 
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2) Fluid milk producers maintain better quality farm 
buildings and installed equipment in order to meet 
sanitary standards needed for fluid milk production. The 
superior quality of these inputs on fluid milk farms is 
reflected in their higher per cow investment than on 
non-fluid dairy farms (Tables 1 and 3). 


3) Fluid milk producers own higher priced land than 
manufacturing milk or cream producing farmers. The 
Ontario fluid producers, for example, reported an 
average land price of $250 per acre, while the corres- 
ponding figure for manufacturing milk producers was 
$138. This price difference was likely due to the 
location of fluid milk farms nearer to urban centres and 
on better quality land. 


4) Since fluid milk production is generally more 
profitable than manufacturing milk production, more 
investment in new buildings, implements, and installed 
equipment is likely to occur on fluid milk farms. 


During the period 1966 to 1971, the value of land, 
buildings and installed equipment on Canadian non-fluid 
dairy farms increased by 70 percent, to $36,400. Should 


this trend continue in the future, the average investment 
will be about $55,000 per farm in 1976. 


SECONDARY LIVESTOCK ENTERPRISES 


Large variations were observed in the numbers of dairy 
heifers raised by cream, manufacturing milk, and fluid 
milk producers. Cream producers averaged five heifers; 
manufacturing milk farmers averaged ten heifers; and 
fluid milk producers averaged 25 heifers (Table 1). As 
might be expected, in every province the number of 
heifers varied directly with the size of the dairy herd. 


Canada’s cream producers had a significant number of 
beef cattle (including steers, heifers and calves) with an 
average of 20 per farm. However, manufacturing milk 
producers had only half as many and fluid milk 
producers had even fewer. Regionally, dairy farmers in 
Alberta, Prince Edward Island and Ontario had larger 
beef herds than the national average. 


Canadian cream and fluid milk producers maintained 
small veal enterprises, raising on the average about nine 
calves per farm. Manufacturing milk producers averaged 


TABLE 3. AVERAGE FARM ASSET VALUES OF CANADIAN DAIRY FARMERS, 1971. 


Total Farm Buildings & 
Assets Land Installed Equip. Implements 
— dollars — 
Cream Producers 
CANADA 51,410 27,615 13,088 10,707 
Prince Edward Island 37,195 14,281 13,205 9,709 
Nova Scotia 20,184 7,804 7,945 4,435 
New Brunswick 24,367 8,377 9,611 6,379 
Quebec 23,254 8,486 8,744 6,024 
Ontario 52,004 27,072 17,591 7,341 
Manitoba 44,157 23,367 10,985 9,805 
Saskatchewan 60,224 33,880 13,124 13,220 
Alberta 63,682 35,603 15,123 12,956 
British Columbia 59,483 39,228 12,730 7,525 
Manufacturing Milk 
CANADA 40,165 17,307 13,889 8,969 
Prince Edward Island 40,756 17,514 13,402 9,840 
Nova Scotia 28,172 13,387 10,108 4,681 
New Brunswick 30,010 9,609 10,679 9,722 
Quebec 32,689 12.077 11,783 8,129 
Ontario 54,523 25,452 19,097 9,974 
Manitoba 76,305 38,338 21,810 omiS7 
Saskatchewan 66,581 40,535 16,075 9,971 
Alberta 75,578 41,450 19,595 14,533 
British Columbia 101,114 66,270 23,400 11,444 
Fluid Milk 
Ontario 115,280 63,670 34,305 17,305 
British Columbia 155,271 100,380 38,968 15,923 
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12 calves per farm. Provincially, producers in Quebec, 
Saskatchewan and Alberta had larger veal enterprises 
than the national average. The veal enterprise expanded 
from 1966 to 1971 on most Canadian cream and 
manufacturing milk farms, especially in Quebec. In the 
future, this enterprise appears likely to increase further, 
but at a slower rate than that experienced in the past. 


Hog enterprises were more common on cream farms 
than on manufacturing milk farms. Two-thirds of cream 
producers, compared with one-third of manufacturing 
milk producers, reported raising hogs. On fluid milk 
farms, this enterprise occurred very infrequently. 
Regionally, hog production on dairy farms is concen- 
trated more in Ontario and Alberta. 


On cream farms, the number of milk cows was positively 
related to the incidence of beef, veal and hog enterprises. 
This relationship indicates that livestock production can 


be described as complementary to cream production. 
This phenomenon is not surprising because skimmilk as 
a by-product of cream production is used in feeding 
veal calves and hogs. In addition, calves from dairy 
cows are often raised and sold for beef purposes. 


LABOR UTILIZATION 


Hired labor was most common among fluid milk farmers 
as nearly one-half of all producers employed outside 
help. It was least prevalent on cream farms where only 
ten percent of the producers hired labor (Table 4). 
Provincially, the incidence of hiring was highest in 
Quebec. The study showed that variations in the amount 
of hired labor among cream, manufacturing milk and 
fluid milk producers can be attributed largely to 
differences in herd size. Many large herds require more 
labor than operators can provide with family help. 
Therefore, they must use outside labor. 


TABLE 4. LABOR CHARACTERISTICS OF DAIRY FARMS, CANADA, 1971. 


Average No. of 


Average No. of 


Percentage Weeks of Hired Percentage Not Weeks Worked 
not Reporting Labor by those Reporting Off- Off-Farm by 
Hired Help Employed Farm Employment those with Jobs 
- percent - - weeks - - percent - - weeks - 
Cream Producers 
CANADA 90 11 81 20 
Prince Edward Island 84 13 80 20 
Nova Scotia 83 12 70 23 
New Brunswick 80 12 69 21 
Quebec 75 11 70 thz/ 
Ontario 91 16 76 20 
Manitoba 91 9 84 22 
Saskatchewan 93 10 88 19 
Alberta 93 9 82 22 
British Columbia 87 7 64 26 
Manufacturing Milk 
CANADA 68 13 77 18 
Prince Edward Island 73 13 77 22 
Nova Scotia 73 12 65 32 
New Brunswick 63 14 83 30 
Quebec 63 13 75 16 
Ontario 71 14 80 23 
Manitoba 13 14 84 23 
Saskatchewan 100 — 93 24 
Alberta 68 15 87 21 
British Columbia 82 4 64 50 
Fluid Milk 

Ontario 47 24 88 16 
British Columbia 42 17 85 26 
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Relative to 1966, fewer farmers reported hired help in 
1971: the proportion of non-fluid dairy farmers 
employing labor fell from 48 percent to 21 percent 
during this period. In the future, the use of hired labor 
seems likely to decline even further in the Canadian 
manufacturing milk and cream industry because of the 
continuing introduction of labor saving technology such 
as milking machines and bulk tanks. 


Off-farm employment was uncommon among Canadian 
dairy farmers, especially fluid milk producers. Only 20 
percent of the cream shippers, 23 percent of the 
manufacturing milk farmers and 15 percent of the fluid 
milk producers worked off their farms. However, those 
who took off-farm jobs worked, on the average, from 
four to five months. Regionally, off-farm work was more 
prevalent in the Maritimes, Quebec and British Columbia 
than in the other provinces. From 1966 to 1971, the 
incidence of off-farm employment among Canadian 
manufacturing milk and cream producers declined from 
31 percent to 21 percent. Since off-farm employment is 
inversely related to herd size, it is likely to decline in the 
future among farmers remaining in the industry, because 
of the concurrent expected increases in the number of 
dairy cows per farm. 


DEMOGRAPHIC FEATURES 


Generally, Canadian cream producers were older than 
manufacturing milk and fluid milk producers. On the 
average, cream shippers were SO years of age, whereas 
manufacturing milk and fluid milk producers averaged 
four to five years younger. The average age of non-fluid 
dairy farmers in Canada did not change between 1966 
and 1971 and appears unlikely to change much in the 
next five years. 


An inverse relationship was found between the number 
of milk cows and the age of dairy farmers. One 
explanation for this relationship could be that economic 
aspirations and risk-taking attitudes diminish with the 
age of the operator’. Asa result, older farmers maintain 
small herds and younger producers keep large herds. 


Fluid milk producers averaged two years less experience 
in farming than manufacturing milk producers and four 
years less experience than cream shippers. This pattern 
reflected the difference in the age of the three types of 
producers. Producers in all provinces averaged about the 


same number of years of experience for the same type of . 


dairying. 


*Hobbs, D.J., Beal, G.M. and Bohlem, J.M. “The Relation of 
Farm Operators Values and Attitudes to Their Economic 
Performance’’, Department of Economics and Sociology, Iowa 
State University, Ames, Rural Sociology Report No. 3, June 
1964, p. 137. 
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Canadian manufacturing milk and cream producers did 
not have high levels of formal education. They averaged 
seven years of schooling. Fluid milk producers averaged 
nine years of schooling. Provincially, Nova Scotia 
producers had more education than farmers in the other 
provinces. The number of years of schooling of the 
operator was unrelated to herd size for manufacturing 
milk and cream producers, but was positively related to 
herd size of fluid milk farmers. 


CONCLUSIONS 


Based upon the results of this study, a number of 
conclusions can be made regarding the Canadian dairy 
industry. Some of these are as follows: 


1. Cream shipping has been declining in Canada. 
Should the 1966-67 to 1971-72 trend continue, cream 
shipping may virtually disappear within fifteen years. 
This, however, does not necessarily imply that butter 
production will decrease. Instead, butter production 
may become more dependent on factory-separated 
cream, 


2. Presently, many of the non-fluid dairy herds are 
small and their rate of enlargement is slow. Hence, the 
average size of non-fluid herds will likely be 18 cows in 
1976. 


3. Since the majority of Canadian cream producers 
depend to a very limited extent on cream sales as a 
source of cash receipts, a price-support program for this 
product is unlikely to improve their total income 
position significantly. There is another group of dairy 
farmers in each province, who depend on milk and 
cream sales to a large extent but whose businesses are so 
small that they cannot be helped very much (in absolute 
terms) by any kind of price support program. On the 


‘Other hand, a few large volume producers, who pre- 


sumably are already better off than their small volume 
counterparts, benefit most from price support programs. 


4, Farmers’ dependence on milk and cream sales as a 
source of cash receipts is closely related to the type of 
market available to them. Fluid milk shippers averaged 
about three-quarters of their total cash receipts from 
milk, while cream shippers derived only one-quarter of 
their cash receipts from this source. Differences in 
dependence levels are also closely related to herd sizes of 
dairy producers. 


5. The trend in the use of hired labor during the 
period 1966 to 1971 suggests that the incidence of hired 
labor in the dairy sector will decline in the future. The 
study also indicated that off-farm employment of dairy 
producers will decline with concurrent increases in the 
size of dairy farms. 
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TRENDS IN PER CAPITA FOOD CONSUMPTION IN 
CANADA (1949-1971) 


in restaurants. 


D.M. Shute * 


INTRODUCTION 


The changing composition of the total food basket, 
along with considerable increases in the prices of food, 
have recently gained much attention from Canadian 
consumers and other sectors of the economy, including 
governments. 


| The objectives of this paper are to examine the 
patterns of per capita food consumption in Canada | 
for the period 1949 to 1971 and to analyze the | 
trends over this period for each of the major food 
components. _ 


The Canadian Food Basket consists of hundreds of 
foods, which for the purpose of this paper and for the 
simplicity of presentation, are aggregated into several 
major commodity groupings. 


These food items are totalled in pounds on the basis of 
retail weight (R/W), or an equivalent, to achieve con- 
sistency in aggregating different foods. Imported as well 


*Miss Deirdre Shute is a research assistant and Mr. Z.J. 
Yankowsky is a research economist in the Economics Branch, 
Prior to joining the Economics Branch, Miss Shute worked for 
the Census of Agriculture Division of Statistics Canada. Mr. 
Yankowsky has been a research economist with Agriculture 
Canada since 1957. He is currently working on demand analysis 
and projections of agricultural products. 
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Canadians today are eating more meat, 
fruit, vegetables and low-fat fluid milk, 
but less bread, butter, fluid whole 
milk and fresh potatoes than twenty 
years ago. In addition, a higher pro- 
portion of food is eaten 
processed and ready to serve form and 


in the 


Z.Y. Yankowsky * 


as domestic foods are included. Note that inadequate 
reporting, especially for stocks on hand and for human 
use for some products, as well as the unfavorable 
weather with regard to fruit and vegetables, explains in 
part considerable annual variations shown in table 1. 


CANADIAN FOOD BASKET 


As expected, changes in the consumption of total food 
have not been as dramatic as for individual foods (Table 
1). Total food consumption increased from 1,407 
pounds in 1949 to about 1,458 pounds in 1958, It then 
declined slightly and at present is again close to 1,458 
pounds (Figure 1). 


Cereal product consumption has dropped consistently 
from an average consumption during the period 
1949-1951 of slightly over 170 pounds to an average 
consumption during 1969-1971 of about 150 pounds, 
(Figure 3). Most of this decrease was caused by a drop in 
the consumption of the basic cereal products of wheat 
flour, oatmeal, rolled oats and pearl barley. The variety 
cereals such as rye flour, corn flour and rice showed an 
increase during the same time period. Breakfast food 
consumption has remained almost constant. 


‘Sugars and syrups have shown little change in consump- 


tion since 1949, ranging close to 112 pounds per capita 
for the entire period studied. Decreases in the con- 
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PER CAPITA FOOD CONSUMPTION: 
SELECTED ANIMAL PRODUCTS 
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sumption of maple sugar were offset by slight increases 
in sugar and “other” sugars and syrups, creating a 
slightly upward trend. 


The consumption of pulses and nuts remained relatively 
stable up to 1969, averaging slightly over ten pounds per 
capita. During the last two decades pulses have tended to 
decline slightly while the trend for nuts has risen. 
However, consumption of pulses in 1970 and 1971 
increased substantially. This may be indicative of a 
reversal in the trend for pulse commodities. 


Increased consumption of total fruits since 1949 (Figure 
3) has increased largely in the form of processed fruits. 
Fresh fruit consumption also rose during the last twenty 
years, but not to as great a degree as processed fruits. 


Vegetable consumption continues to increase as it has 
done since 1949, (Figure 3). As in the case of fruits, the 
greatest amount of the increase has been in the 
processed form’. 


Fruits and vegetables, together, comprised about 26 
percent (by weight) of the total food basket in 1971, as 
compared to 20 percent in 1949. 


Potato consumption remained relatively stable from 
1949 to 1971 with a slight downward trend, (Figure 3). 
The consumption of fresh potatoes decreased con- 
siderably, but an increased consumption of processed 
potatoes offset this to a large degree. 


The total consumption of oils and fats remained close to 
50 pounds per capita during the period studied. 
Decreases in the consumption of animal fats, especially 
butter, were more than offset by increased consumption 
of vegetable oils. In 1949, per capita consumption of 
margarine, shortening and shortening oils was about 18 
pounds per capita or 30 percent of total oil and fat 
consumption. Butter and lard consumption, on the other 
hand, was about 33 pounds per capita or 65 percent of 
the total oils and fats. By 1971, the consumption of 
margarine, shortening and shortening oils had increased 
to about 30 pounds per capita or 45 percent of the total 
oil and fat consumption. Butter and lard consumption 
declined to about 23 pounds per capita or 44 percent of 
the total oils and fats. Total oil and fat consumption is 
likely to continue to increase slightly with more 
emphasis on vegetable oil consumption. 


Per capita consumption of meat and meat products 
remained relatively stable until about 1962, averaging 


1 Caution should be given to the use of fruit and vegetable figures 
as some of the fruit and vegetables that are included in later 
years were not available earlier. 


CANADIAN FARM ECONOMICS Vol. 8 No, 2 


about 117 pounds, (Figure 2). Since 1963 increased 
consumption of beef has resulted in this total figure 
rising almost consistently. Large increases in pork 
consumption during the last five years, particularly in 
1971, raised total meat consumption to a high of 142 
pounds. Increases in beef consumption have offset 
decreases which have occurred in the consumption of 
veal. Mutton and lamb consumption has remained 
relatively stable at about 3 pounds per capita. Con- 
sumption of total meat and meat products over the 
period shows a strong upward trend. 


Tremendous increases in the consumption of both 
turkey and chicken from 1949 to 1971 have been 
responsible for raising the total consumption of poultry 
meat” over 170 percent (Figure 2). Chicken consump- 
tion increased by about 155 percent, from 13 pounds in 
1949 to 33 pounds in 1971. Turkey consumption rose 
even more, from about 3 pounds in 1949 to 10 pounds 
per capita in 1971, an increase of over 300 percent. 


Very little change in the consumption of fish products 
has occurred since 1949. An increase in the consumption 
of fresh and frozen fish and shellfish could not offset 
decreases in both cured and canned fish consumption. A 
slowly declining trend is evident. 


The consumption of dairy products has declined con- 
siderably over the time period studied, (Figure 2). In 
1949, dairy products comprised 33 percent or 453 
pounds of the total food basket. In 1971 they comprised 
about 356 pounds or 25 percent. This drop was largely 
due to decreased consumption of butter, concentrated 
whole milk products (i.e., evaporated milk, condensed 
milk, milk powder, etc.), fluid milk and cream. Butter 
consumption, during this period, dropped from 24 
pounds to 16 pounds, a decrease of about 33 percent. 
Fluid milk and cream also showed a large reduction, 
from 392 pounds in 1949 to 287 pounds in 1971. These 
decreases have been slightly offset by increases in the 
consumption of cheese, concentrated milk by-products 
(i.e., skim powder, condensed skim, evaporated skim) 
and ice-cream. The largest increase in cheese was for 
cheese other than cheddar or processed. The consump- 
tion of other cheese rose from less than a pound per 
capita in 1949 to 3.8 pounds in 1971. Cottage cheese 
consumption also rose considerably, from half a pound 
to 2.2 pounds. 


Egg consumption increased steadily from 1949 to reach 
38 pounds per capita in 1957. From 1958 to 1966 a 
reverse trend resulted in consumption dropping to 31 


2 Poultry meat includes chicken, turkey, ducks and geese, 
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pounds per capita. Since 1966, a slowly increasing trend 
is again evident. 


Increased coffee consumption has been responsible for 
an upward trend in beverages. Tea consumption during 
the time period studied shows an almost continuous 
decline. 


SUMMARY 


It is clear from this report that numerous changes in the 
consumption of various food components have occurred 
over the last two decades while the total food basket has 
remained relatively stable. Consumption patterns have 
switched so that decreases in some components have 
resulted in increases in others. This has tended to keep 
total consumption at the same level. Changes in con- 
sumption patterns have occurred for various reasons. 


In this age of social awareness, people have become more 
concerned with health problems as a result of diet?. An 
increasing substitution of vegetable oils for animal fats 
and low fat milk products for whole milk products is 
evident. Weight conscious consumers may have aided in 
the downward trends for cereal and potato products 


3Le Boirt, C. and Hazen Gale, ‘‘Potential Effects of Fat- 
Controlled Low Cholesterol Diet on U.S. Food Consumption’’, 
Agricultural Economics Research, U.S.D.A., July 1971, Vol. 23, 
No. 3. 


CANADIAN FARM ECONOMICS Vol. 8 No. 2 


along with the upward trends for fruit, vegetables and 
meat products. These same changes are also a result of 
income increases which have allowed consumers to 
switch to higher valued products. Relative price changes 
have also affected shifts in per capita consumption. 


Science and industrialization have also been responsible 
for many of the apparent changes. Changes in prices of 
foods as a result of advanced technology have con- 
tinually occurred. Improved methods of transportation 
and processing have made many fruits and vegetables 
more accessible at a lower cost in both the summer and 
winter months. The migration from rural to urban 
environments, an increasing number of women in the 
labour force and a more time-consuming way of life has 
resulted in the increased use of processed and ready- 
made foods. The consumption of tea, established by the 
English as a leisure beverage, has also given way to its 
substitute, coffee. 


The variety of reasons that result in a consumption 
change are numerous and complex. Although the trends 
for various food products can be studied, it is difficult to 
predict with much accuracy just where the next com- 
modity change or reallocation will occur because of 
advancing technology, new food substitutes, changing 
consumer preferences and social structure. Improved 
ability to predict will depend upon an understanding of 
these variables. 


ot 


POLICY AND PROGRAM DEVELOPMENTS 
IN CANADA 


NATURAL PRODUCTS MARKETING ACT 


(Manitoba Hog Order) 


“The Commodity Board is authorized to regulate the 
marketing of hogs in interprovincial and export trade 
and for such purposes may, with respect to persons and 
property situated within the Province of Manitoba, 
exercise all or any powers like the powers exercisable by 
it in relation to the marketing of hogs locally within that 
Province under the Act and the Plan.” (February 27, 
1973) 


AGRICULTURAL PRODUCTS CO- 
OPERATIVE MARKETING ACT 


(Ontario Bean Producers’ Marketing Board) 


The Ontario Bean Producers’ Marketing Board has been 
authorized 


a) “to make an interim payment to primary producers 
in the amount of $1.25 per hundredweight of pea beans; 
and 

b) to make an interim payment to primary producers 
in the amount of $3.00 per hundredweight of yellow-eye 
beans, delivered to the Board for marketing under the 
terms of an agreement dated August 30, 1972 (...) for 
the marketing of pea beans and yellow-eye beans 
produced in Ontario in the year 1972.” (February 27, 
1973) 


GRASSLAND 
EXTENDED 


INCENTIVE PROGRAM 


The federal government has removed the limit on total 
acres payable under the three-year Grassland Incentive 


on 


Program to provide incentive for farmers in livestock 
production areas who want to grow more forage. 


The Department of Agriculture now has the authoriza- 
tion to pay $10 per acre on all eligible acres of added 
forage production. This could provide an additional 
$2,500,000 to farmers during the final year. By the end 
of 1972, more than 25,600 farmers received payments 
totalling $25,450,470. It is estimated that increased land 
that was seeded in 1972, in production of grass and 
legumes in 1973 and eligible for payment, will total one 
million acres. 


Federal Dairy Policy 


The policy changes, effective April 1, 1973, are 
equivalent to an increase of about 60 cents per hundred 
pounds of milk. However, authority to set market prices 
paid to farmers rests with provincial agencies. 


The Canadian Dairy Commission has been authorized to 
set its support price on butter at 71 cents per pound, an 
increase of three cents. The new support price on skim 
milk powder will be 35 cents per pound, an increase of 
six cents. The support price for cheese is 60 cents per 
pound, up six cents. 


“The rate of direct subsidy to producers is to be 
increased by 20 cents per hundred pounds of milk, or 
5.71 cents per pound of butterfat. The total new subsidy 
rate will then be $1.45 per hundred pounds of milk, or 
41.42 cents per pound of butterfat.” 


“The changed relationship between the domestic and 
international price for skim milk powder will necessitate 
the Canadian Dairy Commission increasing the rate of 
producer levy to 30 cents per hundred pounds of milk.” 
The previous levy was 10 cents. 
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PUBLICATIONS 


ECONOMICS BRANCH PUBLICATIONS 


Available from the Economic Communications Unit, 
Agriculture Canada, Ottawa, KIA OCS 


Spring Outlook, 1973, CROPS. March 1973, 46 p. 
Tables, graphs. 
Spring Outlook, 1973, LIVESTOCK. April 1973, 37p. 
Tables, graphs. 


These two booklets are produced by the Market Outlook 
Section in the Marketing and Trade Division of the 
Economics Branch. These publications give the expected 
trends of agricultural commodities. 


The Economics of Grapes in B.C. O.G. Dawson and B.K. 
Acton. Vancouver, B.C. December 1972. 40p. Tables. 
Pub. No. 72/12. This study present economic informa- 
tion concerning grape production costs and returns in 
the Okanagan region of British Columbia. 


Costs and Returns on Fruit Farms in B.C. C. Arendt. 
Vancouver, B.C. December 1972. 41p. Tables. Pub. No. 
73/1. This study presents a perspective of the Okanagan 
orchard industry, including capital investment, financial 
inputs and returns, land use patterns and yields. 


AGRICULTURE CANADA PUBLICATIONS 


Available from the Information Division, Agriculture 
Canada, Ottawa, K1A 0C5 


Guide to Food Grades. Ottawa, 1972. 16p. Tables. Cat. 
No. A73-1500. Free. 


Origin of Livestock Marketed. Monthly report. Cat. No. 
A77-11/42-11. Free. 


Canadian Plant Disease Survey. Issued by the Research 
Branch quarterly. 

Dairy Produce Market Report. Weekly. Cat. No. 
A77-7/48-5. Free. 


Farming in Canada. Ottawa, reprinted in 1973. S7p. 
Illus., maps. Cat. No. A15-1296. Free. 


This publication outlines the physical and_ social 
conditions under which farming is carried out, the 
various types of production found from coast to coast, 
the means by which farm products reach the consumer 
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and the steps taken by the federal government to assist 
the farmer and safeguard the nation’s food supply. 


Soils of the Slave River Lowland in the Northwest 
Territories. J.H. Day, Ottawa, 1972. 60p. Maps, IIlus., 
tables, figs. Prepared in the Soil Research Institute, 
Central Experimental Farm, Ottawa. Cat. No. 
A57-444/1972. Free. 


Land Capability Analysis: Canada Land Inventory. Peace 
River Area, B.C. Ottawa. Bilingual. Map. Cat. No. 
EN.64-6/2A7. 50¢ per copy. 


Beef Production in the Atlantic Provinces. Originally 
prepared by a subcommittee of the Atlantic Provinces 
Livestock Committee. ‘This publication summarizes 
some of the management practices recommended for 
profitable beef production. It includes information on 
cow-calf enterprises and on finishing feeder cattle for 
slaughter.” 1972, Illus., tables. 47p. Pub. No. 1494. 


Artificial Rearing of Young Lambs. A.D.L. Gorill et al. 
“This publication summarizes the information that is 
available on raising lambs on milk replacers, and makes 
recommendations for the practical application of this 
information.” Illus., tables. 22p. Cat. No. AS3-1507. 


Black Flies. F.J.H. Fredeen, Research Station, 
Saskatoon, Sask. Illus., tables. 19p. Cat. No. A43-1499. 


Paving on the Farm. J. Pos, School of Engineering, 
University of Guelph; originally prepared for the Ontario 
Department of Agriculture and Food. Illus., 27p. Cat. 
No. AG-1491. 


GOVERNMENT OF CANADA PUBLICA- 
TIONS 


Available from Information Canada, 171 Slater Street, 
Ottawa, K1A 0S9 


Special Committee on Trends in Food Prices. Cat. No. 
XC2-291/1-9. $1.70 per copy. 


Consumption Data of Packaged Perishable Food Act. 
Fistesreadings= January 45% -1973™ 2p, "Cat." No: 
XB291-100/1. 15¢ per copy. 


Canada Land Inventory. Land Capability for Forestry. 
Ottawa. Bilingual. 


So 


-30L-Welland, Ont. 1972. EN. 64-3/30L. 
-31B-Ogdensburg, Ont.-Que. 1971. EN. 64-3/31B. 
-40PO-Kitchener, Ont. 1971. EN. 64-3/40PO. 
-63B-Waterken Lake, Man. 1971. EN 64-3/63B. 
-83E-Mount Robson, Alta. 1971. EN. 64-3/83E., 
-84B-Peerless Lake, Alta. 1972. EN. 64-3/84B. 


Each of these consists of a folded map with general 
description, 35¢ per copy. 


STATISTICS CANADA PUBLICATIONS 


Available from the Publications Distribution Unit, 
Statistics Canada, Ottawa, K1A 0T7 


Census of Canada. 1971. Advance bulletin. Bilingual. 
Prepared in the Census Division. -AA-9. Agriculture: 
Fertilizer use. Ottawa, 1973. Table, map. Cat. No. 
CS96-726. 75¢ per copy. 


-AA-15. Agriculture: Selected Data for Census-Farms 
Classified by Economic Class, Western Provinces. 
Ottawa, 1973. Tables. Cat. No. CS96-732. $2.00 per 


copy. 


-AA-18. Agriculture: Data from the Post-Census 
Agriculture Sample Survey. Ottawa, 1973. Tables. Cat. 
No. CS96-735. $1.50 per copy. 


Quarterly Bulletin of Agricultural Statistics. Bilingual. 
Cat. No. 21-003. $4.00 per year. 


Index Numbers of Farm Prices of Agricultural Products. 
Monthly. Bilingual. Cat. No. CS62-003. 10¢ per copy. 
$1.00 per year. 


Retail Prices and Living Costs. Percentage change in 
retail prices indexes for selected food items. Monthly. 
Bilingual. Cat. No. 62-005. $2.00 per year. 


Trade of Canada. Imports by commodities. Monthly. 
Bilingual. Cat. No. 65-007. 75¢ per copy. 


Selected Dairy By-Products. Production and Inventory 
of Process Cheese. Monthly. Bilingual. Cat. No. CS 
32-024. $1.00 per year. 


Stocks of Dairy and Frozen Poultry Products. Monthly. 
Cat. No. CS 32-009. 20¢ per copy. $2.00 per year. 


Shipments of prepared Stock and Poultry Feeds. 
Monthly. Bilingual. Cat. No. 32-004. 20¢ per copy. 
$2.00 per year. 

Production of Eggs. Monthly. Bilingual. Cat. No. CS 
23-003. 10¢ per copy. $3.00 per year. 
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Coarse Grains Review. Monthly. Bilingual. Cat. No. CS 
22-001. 75¢ per copy. $3.00 per year. 


Oilseeds Review. Monthly. Cat. No. 22-006. 75¢ per 
copy. $3.00 per year. 


Tobacco and Tobacco Products. Production and 
disposition of tobacco products. Monthly. Bilingual. Cat. 
No. CS 32-022. $1.00 per year. 


Field Crop Reporting Series, 1973. Summerfallow and 
stubble, acreage and yield of specified crops, Prairie 
Provinces, 1973. January 1973. Cat. No. CS 22-002. 20¢ 
per copy. $4.00 for series of 20 reports. 


Report on Livestock Surveys: Pigs. December 1972. Cat. 
No. CS 23-005. $1.00 per year. 


Pork Shipments and Stocks of Selected Canned Fruits 
and Vegetables. Monthly. Bilingual. Cat. No. CS 32-0il. 
20¢ per copy. $2.00 per year. 


FAO, OECD AND UN PUBLICATIONS 


Available from Information Canada 


Report of the FAO Conference on the Establishment of 
Cooperative Agricultural Research Programmes Between 
Countries with Similar Ecological Conditions in Africa. 
Guinean Zone. Agricultural Organization, Development 
and Research, Rome, 1972. Graphs, flow chart, map. 
293): 


The Sheep Breeds of the Mediterranean. I.L. Mason. 
FAO/CAB. Illus., maps. 21 5p. 


The State of Food and Agriculture. World review, review 
by regions, education and training for development 
accelerating agricultural research in the developing 
countries. Rome, 1972. Tables, 189p. 


Agricultural Projection Techniques. Papers presented at 
OECD meeting of exports, October 1971. Paris, 1972. 


OTHER PUBLICATIONS 


Projection and Impact Models: Area Manpower Planning 
in the Interlake Region, Manitoba. J.A. MacMillan and 
Chang-mei Lu. Department of Agricultural Economics 
and Farm Management, Faculty of Agriculture, 
University of Manitoba, Winnipeg, Manitoba. November 
1972. Map, Tables, Flow Charts. 141p. Research 
Bulletin No, 72-5. 
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A Survey of Custom Farm Rates in Ontario, 1971-1972. 
G.A. Fisher and L.L. Davies. Toronto, Economics 
Branch, Ontario Ministry of Agriculture and Food, 
199 2218p:; 


Marketing to Farmers; an Annotated Bibliography. T.F. 
Funk and F.C. Tarte. Guelph, Ont. 1972. School of 
Agricultural Economics and Extension Education. 
Publication AE/72/14. 


Farming and Food Supply; the Interdependence of 
Countryside and Town. J. Hutchinson. Cambridge 


University Press, 1972. X, 146p. Illus. 


Economic Considerations in Price and Quotas under 
Regulated Marketing. R.M.A. Loyns. Manitoba 
University, Dept. of Agricultural Economics and Farm 
Management. 1972. Illus. 28p. Research Bulletin No. 
724. 


Outline for Valuation of Farm Assets for Capital Gains 
Tax. Ontario, Ministry of Agriculture and Food. 
December 1971. Toronto. 13p. 


ERRATA 


On the cover of the February 1973 issue of Canadian Farm Economics, 
G.C. Retson and W.L. Hanlon were credited with the article on 


**Alfafa Seed Production”. 


This should read as follows: 


Alfafa Seed Production 
K.D. Russell and B.H. Sonntag. 


We regret that this error occurred. 
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IN REPLY TO AUTHORS AND EDITORS REGARDING APRIL 73 
CANADIAN FARM ECONOMICS 


I have read the following article(s): 


(1) Instability in the Hog-Pork Industry 

(2) An Approach to the Market Regulation of Broiler Chicken Meat 

(3) Structure of the Canadian Manufacturing Milk and Cream Production Industry 
(4) Trends in Per Capita Food Consumption in Canada (1949-1971) 


My comments are on article number 


This article was: not useful SLY useful. 

1 2 3 4 5 6 a 8 9 10 
Because (e.g., The most important economic and social factors were studied. The work was well documented and the 
conclusions were useful to me). 


Beefs Bouquets (Suggestions to authors, publications committee and editors) 

My comments may ( ) may not ( ) be used in a future issue of this publication if the editor wishes. 

NAME (lease print)... 2. . 6 re we OCCUDQUOR . ol es a a re 
ADDRESS 60 8 es a 8. 


Please place this sheet in an envelope and address it to: 


IN REPLY, 

Att: John McConnell, 

Economics Branch, 

C.D.A., Sir John Carling Building, 
OTTAWA, Ontario, K1A OCS 
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BUCKWHEAT: A CANADIAN SPECIAL CROP 


Buckwheat is an important cash crop in Canada, grown 
mainly for human consumption. A large portion of our 
production is for the export market, particularly for 
Japan. 


Producer values for 1973-74 could reach over $4 million 
at the current contract price of $2.50 per bushel 1 C.W. 


The success of Canadian buckwheat will depend on our 
abilities to provide the type of buckwheat that the 
market place demands. 


INTRODUCTION 


Buckwheat appears to have originated from certain wild 
forms found in China. It was not cultivated in ancient 
times, but was introduced into Europe during the Middle 
ages. Its present distribution outside North America is 
principally in the Northern half of Asia and Europe 
(Table 1). 


Buckwheat was introduced into North America by the 
Dutch colonists’ and was grown extensively in the 
States of New York and Pennsylvania before shifting to 
Michigan, Maine, Virginia, North Dakota and Montana. 
In Canada, buckwheat was first grown in New Brunswick 
and Quebec. Today, about 70 percent of Canadian 
buckwheat is grown in Manitoba. 


Buckwheat, The Cereal thats Not 


Buckwheat obtained its name from its resemblance to 
the beechnut; the German for buckwheat (buckweizen) 
meaning beechwheat, which was translated into English 
as buckwheat. Buckwheat is not a cereal from a 
botanical viewpoint, but because its seed serves the 


*Nelson Longmuir is a special crops Outlook economist with the 
Marketing and Trade Division of the Economics Branch. 


1 Northwestern Miller, July 26, 1933, p. 202. 
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N.L. Longmuir* 


purpose of cereals and enters into agricultural trade, it is 
customary to class it with the cereal crops. Its botanical 
name is Fagopyrum sagittatum Gilib. A related form 
called tartary buckwheat, F.: tataricum Gaertn., is 
cultivated in some parts of Eastern Canada but is 
considered a weed in Western Canada? . 


PRODUCTION 


World acreage of buckwheat has been constant at five 
million acres for the period 1961 to 1971 (Table 1). 
However, there has been a forty percent decrease in 


‘world acreage since the 1948-52 period. The U.S.S.R. 


plants about 90 percent of the world acreage and has 
had lower yields than the other major producing areas 
such as Europe, Japan and Canada. Canada plants about 
two percent of world acreage (Table 1). 


Acreage of buckwheat in Canada during the period 
1960-1972 ranged between 46,600 acres (1960) to 
151,800 acres (1970) (Table 2). The general trend has 
been toward progressively larger acreages. The average 
annual acreage in the period 1960-64 was 57,300 acres 
which increased to 73,300 acres in 1965-69. In 1972 the 
acreage declined to 103,000 acres from the 1970 peak of 


2s.T. AlicKhan, Growing Buckwheat, Agriculture Canada 
Publication No, 1468, 1972. 


TABLE 1. BUCKWHEAT: ACREAGE, PRODUCTION 
AND YIELD BY MAJOR PRODUCTION AREAS 
1948-1971 


Country Unit 1948-52 1961-65 1967-71 
USSR Area (000 acres) 7297 4537 4621 
Prod. (nil. bus.) 61.0 35.8 60.6 
Yield (bus./acre) 8.3 7.8 oat 
Canada Area 151 54 101 
Prod. 3.4 Nel 1.8 
Yield 22.8 2alez 18.6 
U.S.A. Area 242 44 17 
Prod. 4.6 9 4 
Yield 19.2 21.9 21.6 
JAPAN Area 153 91 52 
Prod. 24 1.6 9 
Yield 14.1 18.1 18.5 
EUROPE Area 642 257 200 
Prod. 8.7 4.3 3.4 
Yield 13.5 16.9 17.4 
WORLD Area 8345 502 5026 
Prod. 75.7 44.1 67.7 
Yield 9.08 8.7 13.5 
SOURCE: F.A.O. PRODUCTION YEARBOOK, 1971, p. 80 


(Converted from Metric measures) 


151,800 acres. Manitoba accounted for 73 percent of 
the total acreage in 1972, while Ontario and Quebec 
accounted for ten percent each. In 1972, buckwheat was 
also produced in New Brunswick and Saskatchewan. A 
production shift to the West occurred during the Sixties. 


Production in this period has ranged from 880,000 
bushels* (1965) to 2.8 million bushels (1970), (Table 2). 
The average production in the two five-year periods was 
almost identical, 1,284,000 bushels in 1960-64 and 
1,283,000 in 1965-69. Production in 1972 was 1.7 
million bushels compared with 2.4 million bushels in the 
preceding year. Increased acreage was almost entirely 
offset by declining yields. The average yield in 1965-69 
was 17.5 bushels per acre compared with 22.4 bushels 
per acre in the preceding five-year period. The lowest 
yield in the entire 1960-1972 period was 16.1 bushels 
per acre (1965), the highest was 24.7 bushels (1962). 
The yield from the 1972 crop was 16.6 bushels per acre 
compared with 21.2 bushels in 1971 (Table 2). 


At least two major factors appear responsible for the 
long term decline in buckwheat yields. Since buckwheat 
is naturally cross-pollinated and cannot be inbred 
because of self-incompatibility, improvement is there- 
fore limited through plant breeding. Thus, other grains 
with steadily increasing yields have gained an advantage. 


aK bushel of buckwheat weighs 48 pounds. 


TABLE 2. BUCKWHEAT: ACREAGE, AVERAGE YIELD PER ACRE AND DISPOSITION IN CANADA, 1960-64 


TO 1972-73 (CROP YEAR, AUGUST 1 TO JULY 31) 


Average Average 

Acreage 1960-64 1965-69 1970-71 1971-72 1972-73 
— acres — 

Canada 57,300 73,260 151,800 113,100 102,800 

New Brunswick 3,140 2,380 3,500 1,800 2,300 

Quebec 17,300 14,860 13,300 9,800 10,000 

Ontario 21,020 14,480 10,000 9,900 10,000 

Manitoba 15,840 37,540 80,000 80,000 75,000 

Saskatchewan -- 2,000 25,000 11,600 5,500 

Alberta _ 2,000 20,000 a — 
— bushels — 

Yield per acre (Canada) 22.4 75 18.7 PNP 16.6 
— bushels — 

Canada 

Production 1,284 1,283 2,833 2,395 AeAAt 

Imports _ — — = — 

Total Supply 1,284 1,283 2,833 2,395 evan 

Exports 309 593 1,799 1,548 n.a 

Available for 

Domestic Use 975 690 1,034 847 n.a 
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TABLE 3. EFFECT OF FERTILIZER NITROGEN ON 
YIELD, PROTEIN CONTENT AND SEED SIZE OF 
BUCKWHEAT! 


Seed Size 

Treatment Protein Seeds Greater 

Ib N-Ib. P2O5 Yield Content Than 3 mm. 

(added per acre) (bus./acre) (%) (% by weight) 
0.0? 9.5 1401 93 
0-40 13.3 tile: 94 
20-40 15.8 10.4 93 
4040 2253 11.6 92 
60-40 26.8 11.4 94 
80-40 28.5 12.0 93 
100-40 32.3 UA 93 
14040 BO) PAY 91 
180-40 Shy {0) 12.9 92 
220-40 34.5 12.9 91 


1 Mean of two experiments conducted on stubble land. 


2No fertilizer added. 
Source: Principles and Practices of Commercial Farming, Faculty 


of Agriculture, University of Manitoba, 3rd Edition, 
1971, pg. 95. 


The other factor in this decline is that buckwheat is 
usually cultivated on marginal land, thus inhibiting 
yields due to poor land with low fertility. 


However, recent experimental work indicates that buck- 
wheat requires a reasonable level of fertility in order to 
produce a satisfactory yield. Buckwheat responds well to 
additions of nitrogen and phosphorous fertilizer when 
grown on stubble land with nitrogen and phosphorous 
deficiencies. Yields as high as 35.0 bushels per acre have 
been achieved and above average protein content has 
been evident (Tables 3 and 4). Since a high protein 
content and large seed size are desireable characteristics 
for buckwheat milling, moderate rates of fertilization 
with nitrogen should increase the quality. 


Research by variety selection has been given much 
emphasis in recent years. The C.D.A. experimental 
station at Morden, Manitoba has found encouraging 
results. Yields have averaged 18 bushels per acre which is 
slightly better than the 1972-73 yield of 16.6 bushels 
per acre. Research is also being conducted by Dr. G.M. 
Young at the University of Manitoba to select a more 
frost tolerant plant originating from a Russian variety. 


CANADIAN EXPORT SITUATION 


Canada is a net exporter of buckwheat and has increased 
its exports from 425.2 to 1,196.8 thousand bushels, 
during the periods 1964-67 and 1968-72. For the period 
1963-67, three countries (Netherlands, Japan and 
U.S.A.) accounted for 82.2 percent of our exports, 
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TABLE 4. EFFECT OF FERTILIZER PHOSPHORUS 
ON YIELDS PROTEIN CONTENT AND SEED SIZE 
OF BUCKWHEAT! 


Seed Size 
Treatment Protein Seeds Greater 
Ib N-lb P2O05 Yield Content Than 3mm. 
(added per acre) (bus. /acre) (Zo) (%o by weight) 
100-0 22.0 Zot 93 
100-20 32.0 12.0 92 
100-40 3253 Ves 93 


1Mean of two experiments. 


Source: Principles and Practices of Commercial Farming, 
Faculty of Agriculture University of Manitoba, 3rd 
Edition 1971, p. 95. 


Figure 1. The same three countries during the period 
1968-72 accounted for 96.9 percent of our exports. The 
Japanese market has increased from about 23 percent to 
77 percent of our total exports of buckwheat. The 
average price for the period 1968-71 has increased over 
the period 1963-67, indicating that the Japanese are 
willing to pay more for our buckwheat to meet their 
increasing needs. The Netherlands share of Canadian 
Exports has decreased from 56 percent (1963-67) to 11 
percent (1968-72). This has occurred partly because of 
the European Economic Community’s Common Agri- 
cultural Policy which encourages supplying needs from 
within. 


The total value of buckwheat exports have increased 
from 741.8 thousand to 2,581.6 thousand dollars for the 
periods 1963-67 to 1968-72 (Table 5). 


The average export value of buckwheat has ranged from 
$1.35 per bushel in 1965 to $3.19 per bushel in 1968 
(Table 6). For the period 1963-67, the Netherlands paid 
an average price of $1.49 per bushel and purchased an 
average quantity of 238,876 bushels. During 1968-72 
the price increased to $1.75 per bushel and the quantity 
bought declined to 117,585 bushels per year. Our largest 
market at present is the Japanese market with purchases 
averaging 99,970 bushels during the 1963-67 and 
increasing to 927,155 bushels per year during 1968-72. 
Moreover, the average price has increased from $2.13 per 
bushel in 1963-67 to $2.26 per bushel in 1968-72. 


CONSUMPTION AND TRADE 


Per capita consumption of buckwheat flour in Canada is 
currently estimated at 0.2 pounds 1967-71 and is 
expected to remain there for a few years. The U.S. per 
capita consumption is estimated at 0.10 pounds (1965) 
and is expected to increase to about 0.20 pounds, if the 
surge in imports from Canada is any indication of U.S. 
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TABLE 6, BUCKWHEAT: AVERAGE EXPORT VALUE PER BUSHEL, BY DESTINATION 1963-1972 


Destination 1963 1964 1965 1966 1967 1968 1969 1970 1971 1972 1963-67 1968-72 
— $/Bushel — 
United Kingdom 1.84 2.19 7.02 — 5.45 7.32 6.48 8.50 Dron 7.87 2.44 4.42 
Netherlands 1.43 1.29 Nees 2.36 3.02 1.88 1.74 1.59 1.78 1.49 1.75 
Israel — — _ 1.70 1.92 e7Z _ 3.06 1.63 _ 1.84 2.42 
Japan — — 1.51 1.66 2.42 3.20 2.56 BPH 1.96 2.09 2.13 2.26 
Australia _ - _ - _ _ — 2.48 — 7.14 _ 2.60 
United States 2.20 3.39 3.33 So 1.76 2.90 2.24 1.46 1.69 1.95 Dp 1.85 
Belgium-Lux. _ 1.90 1.47 1.75 2.03 _ _ _ — — 1.85 — 
France — _ 1.48 2.49 2215 — 1.39 — — (E52 2.07 1.45 
West Germany — - — 2.01 — _ _ — — _ 2.49 — 
Switzerland _ — — 1.79 — - _ — _ 1.41 2.01 1.41 
Italy 1.57 = - _ 3.57 Daw, _ _ — - 1.82 PLANT 
Total 2.14 1.49 less 1.82 2.41 3.19 2.44 2.36 1.87 1.99 1.74 2.15 


demand. This recent increase in trade with the U.S. was 
facilitated by the gradual reduction in U.S. production 
since 1965 and the reduction and eventual removal of 
U.S. import duties on buckwheat in 1968. It was 
estimated that in 1965 Canada supplied about four 
percent of U.S. consumption (10,000 bushels) and in 
1972 Canada supplied about 35 to 40 percent of their 
total consumption (340,000 bushels). However, the U.S. 
is not the principal export market for Canadian buck- 
wheat. 


Japan has been our largest market since 1967 and 
accounted for 1.2 million bushels in 1972. Annual 
consumption of buckwheat in Japan was recently 


estimated to be 2.5 to 2.8 million bushels. Canada 
supplied about 44 percent of Japan’s needs in 1972. 
Japan produces about 920,000 bushels (Table 1) and 
purchases about 460,000 bushels from the Peoples 
Republic of China and the remainder 1.1 to 1.4 million 
bushels from Canada. 


Buckwheat is consumed by the Japanese in the form of 
“soba” (buckwheat noodles) and quality is judged 
according to the flavour of the buckwheat. One factor 
which determines the flavour of buckwheat is the 
greeness of colour next to the skin on the endosperm. 
Because old buckwheat loses this greeness, the Japanese 
dislike old crops. Any tendency on the part of the 


CANADIAN FARM ECONOMICS Vol. 8 No. 3 


W'O'S'N ‘UOHoNpolg pue 
pial A ‘abeasoy ‘sdoi9 pyai4 ‘saoinias Buljoday jeoljsize1s pue soijsizeis 
Jesny|NoUBYy Jo uljaljng AjsaysenH ‘epeued soijsize1s Wojj eJep UO peseg *“AOYNOS 


O61 02 G96) Woy payewise sedlid *S*Ng 


*Ajantyoadses ‘Aguaiino uelpeued Pue *S*f) Ul UAAIB aJe Sadl1q, 


YV3AA dOYO 


OL, 69, 


(ee) 
e 
i 
LO 
<e) 
Eo) 


£9, gg, q&d. v9, So, B&, ES), 09, 6G, 8S, SS; VG, cG, GS, STS 


OL 


7 \ en 


aa 


KOR eas eS ES eS SS 


Le Gall 


(b Lee Cel 


VGVNV9 
\ 


SSLVLISGALINN ‘y 


f vil 


ee ee 


Na ote SS ? GL 
ol 
LY 


8 L 
eleysng Jed siej|op 


O/GL-LG6L VOVNV9 GNV SALVLS GALINN SYHSNYV4S AP G3AAIS9SY SADIYd *-LVAHMAONG “¢@ ANSI 


CANADIAN FARM ECONOMICS Vol. 8 No. 3 


Canadian trade to mix old and new seed could have a 
detrimental effect on future Japanese purchases and 
prices of this crop. 


Ideally, buckwheat exported to Japan should have a 
moisture Content of 15 percent, large, uniform seed size 
and should be relatively free of weed seeds. A recent 
analysis of buckwheat shipments to Japan showed that 
Canadian cargoes contained the smallest seed size of the 
exporting countries and had the highest weed content. 
Buckwheat, from the Peoples Republic of China, on the 
other hand, had the largest seed size. 


PRODUCERS RETURNS 


The gross farm value from the production of buckwheat 
in Canada, in the period 1960-64, averaged $1.5 million 
and increased to $1.8 million during 1965-69. However, 
in 1965 a low income of $1 million biased the 1965-69 
average downward. The buckwheat crop of 1970-71 was 
worth $3.9 million to Canadian farmers compared to 
$2.6 million in 1969-70. 


A comparison of farm prices in Canada and the United 
States discloses the strong relationship between prices in 
the two countries (Figure 2). This is not surprising in 
view of the close proximity of the two producing areas 
(i.e. Minnesota and North Dakota to Manitoba) and the 
elimination of all trade barriers on buckwheat since 
1968. Buckwheat prices have moved upward in the last 
four years, indicating the renewed interest in this 
commodity in North America‘ as well as a strong export 
market. 


ADAPTABILITY 


Buckwheat is a popular cash crop in certain areas of 
Canada (especially Manitoba). It requires a growing 
season of about ten to twelve weeks and will grow under 
a wide range of conditions, but is best adapted to well 
drained sandy loam soils. Heavy soils which are poorly 
drained and sandy soil, subject to drought, are usually 
avoided. It is also very sensitive to extremes in tempera- 
ture and should be planted after the danger of frost has 
past in late May or early June. The use of bees for a 
greater degree of pollination has been found very 
beneficial for increased yields? . 


ER. Gomme, “Buckwheat: A Look at its Prospects and 
Problems” Wheat Situation W.S. 220, May 1972, U.S.D.A. 
Economic Research Service. 


STR, Rogalsky, ‘“‘Quality Buckwheat For Japan’, Manitoba 
Co-operator, March 8, 1973, p. 2a. 


TABLE 7. BUCKWHEAT: 
DREDWEIGHT PER ACRE 


YIELD DATA IN HUN- 


Variety or Selection 1970 1971 1972 Average 
Tokyo 15.2 12.8 PAR SS) 1WZ8 
Tempest U2 12.2 27.8 17.4 
CD 6183 13.4 15.6 29.1 19.4 
CD 137061-4 U257/ 2a 26.2 18.0 
MB-1 — 12.4 PLT) 18.1 
Pennquad _ 10.2 UZ 14.0 


Tokyo and Tempest are the two recommended varieties 
in Canada. Tokyo originated from a Japanese variety and 
has large seeds with black hulls. Tempest was selected 
from a Russian introduction and outyields Tokyo by 
about ten percent (Table 7). The seed size is slightly 
smaller than Tokyo, but Japanese millers have reported 
that flour milled from Tempest is acceptable in taste and 
flavor. 


USES OF BUCKWHEAT 


Buckwheat has never been considered a major source of 
food. However, most Canadians are familiar with it in 
the form of pancake mixes which contain approximately 
40 percent buckwheat flour in addition to wheat and 
other flours. Normally 60 pounds of flour is obtained 
from 100 pounds of buckwheat. In other words, a 
hundredweight of buckwheat grain could furnish enough 
flour to produce about 143 one pound boxes of 
buckwheat pancake mix. 


Buckwheat has recently enjoyed a resurgence in popu- 
larity as a result of the current interest in “natural” 
foods. This is due in part to its high nutritional value 
which is equal or superior to many of the better known 
cereals. Buckwheat is an excellent source of protein, 
from 11 to 15 percent (more than corn, barley and oats) 
and also has adequate amounts of vitamin B6. It is 


BUCKWHEAT: 1600 SEED WEIGHT IN GRAMS 


Variety or Selection 1970 1971 1972 Average 
Tokyo PREY / PS 22.0 23.0 
Tempest 20.7 21.3 20.8 20.9 
CD 6183 20.0 22.3 21.4 P24 | 22 
CD 1370614 19.6 2203 21.8 PM | ee 
MB-1 _ 29.0 28.2 28.6 
Pennquad — 33.8 2a 33.0 


The 1970 and 1972 data are from Morden, Portage and Brandon 
and the 1971 data are from Morden, Portage, Brandon and 
Winnipeg. 


Source: C. Campbell, C.D.A. Research Station, Morden, Mani- 
toba. 
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relatively inexpensive and can be both filling and 
nourishing. It can be prepared in a variety of ways; such 
as stuffing for poultry, various breads, or mixed with 
honey, raisins and dates as a “natural” breakfast food. It 
can also replace rice or potatoes in the main course of a 
meal. Buckwheat is often utilized as a groat (that part of 
the Kernel that is left after the hull is removed) in 
puddings, cakes and beer. Buckwheat is one of the best 
crops for honey, because it blooms for over 30 days and 
an acre can supply enough nectar to produce about 125 
pounds of honey. 


The grain and straw can be used for livestock feed. Using 
percentage lypine as a standard of quality, buckwheat 
compares to cereals as follows: 


GRAIN % LYPINE 
Buckwheat 62 
Oats .50 
Barley 53 
Wheat 45 
Corn 18 


However, the total nutritive value is less than that of 
cereals and the seed contains a substance harmful to 
animals if fed too much. 
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Buckwheat can be used as a smother or catch crop as 
well as a green manure crop. There is even a medicinal 
use for buckwheat leaves and flowers which contain 
rutin, a chemical used to reduce high blood pressure. 


CONCLUSIONS 


The future growth of the Canadian buckwheat industry 
appears to be tied to the growth in population in North 
America, Europe and Japan. There also appears to be a 
potential for growth in the “‘natural’’ foods industry 
provided that favorable reception for newly developed 
products improves. 


It would appear that the Canadian share of the Japanese 
market could be increased if the desired product can be 
supplied on a continuous basis. Moreover, the Japanese 
preference for large seeded buckwheat has revised the 
aim of Canadian buckwheat breeders. Their efforts are 
now being concentrated toward the development of a 
high quality, high yielding, large seed variety to suit the 
Japanese market. In order to insure that adequate 
supplies of buckwheat are available, contract prices have 
been established at about $2.50 per bushel. In order to 
maintain and develop our markets for buckwheat, 
Canadian producers, breeders and marketing firms must 
coordinate their efforts to provide a high quality 
product for the market during the 70's. 


FARM FEEDLOT 


M.M. Sorboe* 


INTRODUCTION 


Experienced cattle feeders can forecast weight gains with 
a high degree of accuracy. Within limits, “programmed 
feeding” will produce gains closely approximating those 
anticipated. Calves, fed to finish in six months, will gain 
360 to 450 pounds. Heavier animals, yearlings for 
example, can be expected to put on 250 to 300 pounds 
in a 100-day feeding period. Such physical input-output 
ratios or “coefficients” are well established for cattle 
feeding and rarely change or only slowly. They can be 
applied to beef production estimates with confidence, 
on a continuing basis. 


Financial returns from cattle finishing, on the other 
hand, are very unpredictable. The prices of feeder and 
slaughter cattle fluctuate, seemingly independent of one 
another. In addition, feed prices are highly variable and 
other factor input prices are subject to change from one 
feeding period to another. 


COSTS AND RETURNS 


Samples of farm feeders’ costs and returns are shown in 
the accompanying tables. The input-output data is 


*Mr. Sorboe is a Research Economist with the Economics 
Branch at the Regina regional office. From 1956 to 1969, Mr. 
Sorboe was located in the Vancouver regional office. 
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COSTS AND RETURNS 


Two systems of farm feedlot operation predominated on 
the sample farms; winter finishing of calves over a period 
of 180 to 200 days and short-feeding of yearlings for 90 
to 100 days. 


Many farm feedlot operators fear a takeover by large 
commercial enterprises. However, there is no evidence 
that one kind of operation has an overall competitive 
advantage. 


derived from information supplied by 24 grain-beef 
cattle farmers who maintain farm feedlot enterprises. 
The operators are located in the parkland region of 
north-west Saskatchewan. Their cattle purchasing and 
selling activities take place mainly in the auction markets 
at Lloydminster and North Battleford. Two systems of 
farm feedlot operation predominate; winter finishing of 
calves over a period of 180 to 200 days and short- 
feeding of yearlings for 90 to 100 days. The main feed 
input is home-grown barley. 


Prices of feeders and finished cattle (in brackets) are the 
respective average monthly price levels based on the 
Saskatoon market. Feed barley prices are the average 
farm values per bushel over the feeding periods. Other 
production costs were adjusted from the 1972 level by 
using indexes of farm input prices’. 


Table 1 shows the estimated costs and returns for 
farm-fed steer calves weighing 430 pounds when placed 
in the feedlot in the fall and finishing at 790 pounds 
when sold in the spring (April, May and June). In 1970 
and 1971, with the exception of April 19707, these 


15.1, Farm Input Price Indexes, Statistics Canada, Catalogue 
62-004. 
2 Management returns (residual return to the operator for his 


management ability) was $2.80, -$2.34, -$10.62 per steer 
respectively for April, May and June 1970. 


CANADIAN FARM ECONOMICS Vol. 8 No. 3 


TABLE 1. SASKATCHEWAN FARM FEEDERS’ COSTS AND RETURNS (FINISHED CALVES — 180 DAY 


PERIOD) 
1971 1972 1973 (Projected) 
Month of Sale April May June April May June April May June 
— dollars per animal — 

Return to feeder — sale value of 

790 pound choice steer (31.99)! (32.73) (32.75) (34.85) (36.25) (36.35) (42.00) (42.50) (42.50) 

basis Saskatoon prices 252.22 OS OU MZ OOW/ 2a OS 2 ZOO GOMEZ «1 Ol OSL COMmECGON OM SGGOWD 
Cost of 430 pound feeder calf (36.91 )? (38.53) (38.20) (40.13) (40.56) (41.35) (41.89) (48.27) (48.40) 

six months earlier 158.71 165.68 164.26 172.56 174.41 177.80 205.93 207.56 208.12 
Gross margin 94.01 92.89 944655 102576) WA11S 7109365 9 125:37 9 1281952 76S 
Feed costs — varied by price (91)? (90) (88) ©2068) "Cesy 70)? .05)e ig) ato) 

of barley and other feeds? B15), (18) 54.68 53.78 44,94 45.39 45.84 61.89 64.59 64.14 
Transportation costs” 6.37 6.37 6.37 6.71 6.71 6.71 7.00 7,00 7.00 
Terminal expenses” 2.75 215 2715 3.00 3.00 3.00 3.25 3.25 3.25 
Veterinary services, drugs, death 

loss” 6.11 6.24 6.23 6.48 6.61 6.65 7.38 7.43 7.44 
Overhead — labor 9.72 9.72 Syi2 10.50 10.50 10.50 11.42 11.42 11.42 

— depreciation and repairs 7.20 7.20 7.20 7.20 7.20 7.20 7.20 7.20 7.20 
Interest — 8%on animal and feed 8.63 8.89 8.80 8.78 8.87 9.03 10.79 10.97 10.97 
Cost of Production (360 pounds) 95.91 95.85 94.85 87.61 88.28 88.93 108.93 111.86 110.86 
Return to management —1.90 —2,96 -0.39 eS 23.69 20.43 16.94 16.33 16.77 
— cents per pound — 

Cost of gain® 26.64 26.62 26,35 24.34 24.52 24.70 30.26 31,07 30.79 
Break-even price? S223 SSN 1 32.80 32.94 33.26 SEL7/7/ 39.86 40.43 40.38 


Price in cents per pound or dollars per hundredweight (cwt.) for choice steer basis Saskatoon for the months shown. 
Cost in cents per pound or dollars per hundredweight (cwt.) for good feeder calves six months earlier basis Saskatoon. 


3 Average farm price of barley per bushel over the feeding period. 


4 includes barley, hay, straw for bedding, minerals and supplements, milling costs. 
> Based on current rate of $0.55 per cwt. varied by custom work index change, Statistics Canada. 


© Average costs from current study 1971-72. 
7Death loss equals two percent of average value of animal. 
8 Cost of production divided by 360 pounds. 


Cost of feeder calf plus cost of production divided by 790 pounds. 


operators lost money, but in 1972 management returns 
reached a high of $23.69 per head. The cost of gain 
closely followed the trend of grain prices reaching a level 
of more than 26 cents a pound in 1971 and then 
dropping back to about 24.5 cents in 1972. More 
recently, the cost per pound of gain has reached the 30 
cent level. The break-even price for steers sold, which 
indicates zero returns for management, rose gradually 
from about 31 cents a pound in 1970 to near 34 cents in 
1972. It has now reached the 40 to 41 cent level. If the 
present price of 42 to 43 cents for choice steers holds, 
the current (1972-1973) crop of fed calves should yield 
a net return of $16.00 to $17.00 per head. 


Table 2 shows management returns on farm-fed yearling 
steers weighing in at 750 pounds and finishing at 1,000 
pounds in 100 days. The cyclical pattern and high 
variation in management returns is evident in the range 
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from a loss of $26.27 in 1970 to a gain of $24.08 in 
1971 and to a subsequent loss of $31.86 a steer in 1972. 
Cost of gain followed the trend of grain prices, dropping 
from about 30 cents a pound in 1970 to 28 cents in 
1971 and then increasing to more than 33 cents a pound 
in 1972. A sharp increase in the cost of gain is expected 
to occur in 1973 as a result of the current buoyancy of 
the grain market. Following the trend to lightweight 
steers, the break-even price for “‘short-fed”’ heavies rose 
from about 30 cents in 1970 to near 36 cents a pound in 
1972. The trend will likely continue into the 40 cent 
range in 1973. 


Many farm feedlot operators fear a takeover by large 
commercial enterprises. There is no evidence, however, 
that one kind of operation has an overall competitive 
advantage. Each type has certain characteristics that give 
it advantages. Farm feedlot labor, usually supplied by 
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TABLE 2. SASKATCHEWAN FARM FEEDERS’ COSTS AND RETURNS (FINISHING YEARLINGS — 100 DAY 


PERIOD) 
1970 1971 1972 
Month of Sale Oct. Nov. Dec Oct. Nov. Dec. Oct. Nov. Dec. 
— dollars per animal — 

Return to feeder — sale value of 

1,000 pound choice steer (27.83)! (29.16) (29.35) (31.22) (32.54) (34.02) (32.30) (35.37) (36.63) 

basis Saskatoon prices 278.30 291.60 293.50 312.20 325.40 340.20 323.00 353.70 366.30 
Cost of 750 pound steer — 100 days (30.91)? (29.87) (29.76) (32.25) (32.45) (32.84) (36.79) (36.70) (36.84) 

earlier 231.82 224.02 223.20 241.88 243.38 246.30 275.92 275.25 276.30 
Gross margin 46.48 67.58 70.30 70.32 82.02 93.90 47.08 78.45 90.00 
Feed costs — varied by price (.79)3 (.85) (.89) (.70) (.66) (.67) (.84) (.88) (.94) 

of barley and other feeds* 41.58 43.98 45.58 38.33 36.73 Sil 44.10 45.70 48.10 
Transportation costs” 8.84 8.84 8.84 9.13 9.13 9.13 9.62 9.62 9.62 
Terminal expenses® 3.34 3.34 3.34 3.67 3.67 3.67 4.00 4.00 4.00 
Veterinary services, drugs and 

death loss’ 3.15 3.18 3.18 3.3/ 3.44 3.53 3.59 3.74 3.81 
Overhead — labor 4.93 4.93 4.93 5.18 5.18 5.18 5.60 5.60 5.60 

— depreciation and repairs 4.90 4.90 4.90 4.95 4.95 4.95 5.00 5,00 5.00 
Interest —8%on animal and feed 6.01 5.89 5,90 6.16 6.15 6.23 7.03 7.05 TZ 
Production Cost (250 Ibs.) 72.75 75.06 76.67 70.79 69.25 69.82 78.94 80.71 83.25 
Return to management —26.27 -7.48 =(5)S37/ -0.47 UPA 24.08 ~—31.86 HAAS 6.75 
— cents per pound — 

Cost of gain® 29.10 30.02 30.67 28.32 27.70 27.93 31.58 32.28 33.30 
Break-even price 30.46 29.91 29.99 6 27/ 31.26 31.61 35.49 35.60 35.96 


1 Price in cents per pound or dollars per hundredweight (cwt.) for choice steer basis Saskatoon for months shown. 
2 Cost in cents per pound or dollars per hundredweight (cwt.) for good feeder steers 100 day earlier basis Saskatoon. 


3 Average farm price of barley per bushel over the feeding period. 


c Includes barley, hay, straw for bedding, minerals and supplements, milling costs. 
Based on current rate of $0.55 per cwt. varied by custom work index change, Statistics Canada. 


© Average costs from current study 1971 and 1972. 

7Death loss equals one percent of average value of animal. 

8 Production cost divided by 250 pounds, 

Cost of steer plus production cost divided by 1,000 pounds. 


the operator or his family, is frequently available at 
times that are not competitive with the labor require- 
ments of other farm enterprises. As such, it may have no 
alternate economic value. Depreciation on fixed assets 
are often absorbed, at least in part, by the main farm 
business. The operator may also discount interest 
charges on feeders and feed if they are produced on his 
farm. In addition, the farm feedlot, as a supplementary 
operation, offers more flexibility in its operation than 
large self-sustaining feedlots. 


Shareholders in commercial feedlots rely mainly on size 
of operation, high turnover and superior management to 
produce lower unit costs. They can usually offset some 
of the risk of price changes by buying and selling cattle 
many times during the year. By dealing in large 
quantities of cattle and feed, some price bargaining 
advantages can be gained. Through some of these means 
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shareholders in large feedlots can, in the long run, obtain 
a competitive return on their investment. 


CONCLUSION 


The examples cited show that net returns to feeders are 
extremely variable from one feeding period to another. 
In the short run a feeder may suffer an appreciable loss 
or he may realize a substantial profit. In the long run, 
however, a satisfactory or “normal” return to capital 
and labor should be realized. 


Feeder management return on steer calves, sold in April, 
May and June 1970 to 1973, was negative for five of the 
12 transactions. It was negative for six of the nine lots of 
yearling steers sold in the fall. This means that the 
operators failed to “break-even” on 11, or more than 
one-half of the 21 lots of cattle. 
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Assuming a constant number of animals in each lot, 
management averaged $7.82 per head on calves and lost 
an average of $3.46 per head on yearling steers. The 


average return to management on all fed cattle 
$2.99 per animal. 
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SOME ECONOMIC ASPECTS OF DELAYED 
GRAZING ON NATIVE RANGE PASTURE 


ture 


J.K. Wiens* 


INTRODUCTION 


The Brown and Dark Brown Soil Zones of Alberta and 
Saskatchewan’ provide an important grazing resource 
for cattle enterprises. In 1971, there were 17.1 million 
acres of unimproved pasture in the Census Divisions that 
are completely or mainly in these zones. This acreage is 
primarily native range pasture. Alternate uses for this 
land are limited due to the topograhy, soil texture, soil 
structure and location. 


For the purposes of this study, the Brown and Dark 
Brown Soil Zones of Alberta and Saskatchewan were 
designated as the study area. The study examines the 
economics of delayed grazing? from the normal? 
mid-May start under current and hypothetical input and 
output prices. The primary source data includes 1970 
survey records of grain-cattle farms in Census Division 4 


*Mr. Wiens is a research economist with the Economics Branch 
at the Regina regional office. He has been with the Branch since 
1949, 


Census of Canada, Agriculture, 1971, Statistics Canada. This is 
the area designated for the purposes of this study. 


2 Delayed grazing occurs when grazing is not started on a pasture 
until after mid-May. 


3 The normal grazing period of pasture is mid-May to mid- 
October. 
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Cattle grazing is the main product of 
native range pasture in the Brown and 
Dark Brown soil zone of the Prairies. 


The productivity of native range pas- 
normally grazed until mid- 
October can be increased by 23 percent 
when the grazing is started in early 
June instead of mid-May. 


R.W. Lodge** 


in Saskatchewan, other farm survey records and research 
data from the Swift Current Research Station, including 
unpublished data. The primary data were used to 
develop input-output coefficients for “above-average” 
management. These coefficients were then used to 
develop the required partial farm budgets needed to 
evaluate the economics of delayed grazing of native 
range pasture. 


Background 


In addition to the unimproved pasture, there are 1.5 
million acres of improved pasture in these zones, some 
of which could be native range pasture. Both grain 
stubble and wasteland are also used for grazing but use is 
limited to early spring or late fall grazing. 


Another source of feed for the cattle enterprise is 
harvested feeds, such as hay and grain. Where harvested 
feed production has to compete with grain production 
for land resources, the land cost for producing this feed 
is dependent upon the price of grain and the non-land 
costs of producing grain. In 1966, 71 percent of the field 


**Dr. Lodge is an expert in range management and a former 
employee of the Research Branch at the Swift Current Research 
Station. He has recently been appointed Chief of Land Use 
Service for the Prairie Farm Rehabilitation Administration. 
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crop area in Census Division 4 in southwestern 
Saskatchewan was wheat and in 1971 it was 62 percent. 
Thus, wheat, because of the overriding importance in 
land use, can be considered as a base commodity which 
sets the general price level of the arable land. Since most 
of the livestock winter feed supply is also produced on 
arable land, the cost of winter feed is positively related 
to the price of wheat. 


It has not been economical to produce feeder cattle in 
the area, with harvested feed alone. Low-cost grazing is 
needed, but its availability has been a factor limiting the 
size of cattle enterprises. As a result, the value of 
such grazing and the method used are determined by the 
price of cattle and the costs of the other inputs which 
makes it a residual return or a return to a fixed resource 
(rangeland). This return is shown in both Figure 1 and 
Table 1. The budgets that determine the return are based 
on information obtained from a 1970 farm survey of 
grain-cattle enterprises in Census Division 4, Saskat- 
chewan. The price of feeder cattle for the five-year 
period, 1968-1972, is much higher than for any other 
previous five-year period (Table 2) while the price of 
wheat (an indicator of the price of harvested feeds) is 
lower than for the two previous five-year periods. The 
result has been an increasing return to native range 
pasture (Table 1) which has been capitalized into the 
value of the native rangeland. High cattle prices, relative 
to wheat prices, generally means a narrowing of the price 
spread between harvested feeds and native range pasture. 
The increasing price ratio of cattle to grain (Table 2) is 
changing the economics of rangeland use. 


ECONOMICS OF DELAYED GRAZING 
Increased Production from Delayed Grazing 


Delayed grazing in the spring* has been shown to 
increase the carrying capacity” of native range pasture. 
Research data (Table 3) based on mechanical clipping at 
two-week intervals and different starting dates were used 
to estimate the increased carrying capacity from delayed 
grazing. However, such data were not directly com- 
parable with yields under grazing as (a) most of the 
growth was harvested at the end of each two-week 
period instead of some being grazed each day for the 
normal grazing period and (b) the grass was clipped 
rather than grazed. In making estimates of the increased 
carrying capacity that results from delayed grazing, the 
following assumptions were made: 


4 Spring grazing is defined as grazing during the delayed grazing 
period. 


>Campbell, J.B., ‘“Farming Range Pastures’’, Journal of Range 
Management, Vol. 5, No. 4, July 1952. 
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1. The yield increase of 83.3 percent that occurred 
(Table 3) when clipping was delayed to July 5, can be 
divided into three parts: 


(a) A 60.4 percent increase when clipping was 
delayed until June 5, 


(b) A further 10.4 percent increase when clip- 
ping was delayed until June 20, and 


(c) An additional 12.5 percent increase when 
clipping was delayed until July 5. 


2. The effect of clipping on yields within these time 
periods can be interpolated by fitting a curvilinear 
relationship to above data. 


3. The in-season growth of dry matter is shown in 
Table 4. 


4. Grazing will have the same effect as clipping on 
subsequent grass growth. 


5. Feed or grazing requirements per day are constant 
throughout the season. 


On the above basis, the estimated benefit from the 
shorter grazing season, June 6 to October 15, compared 
with the normal grazing period of pasture is an increased 
carrying capacity of 23 percent. A further delay in 
grazing until June 20 will increase the native range 
carrying capacity by another two percent. The monetary 
value of these benefits then depends on the value of an 
animal unit month of grazing and the alternate feed 
costs during the delayed grazing period. 


TABLE 1. ESTIMATED RETURNS PER COW-CALF 
UNIT, SOUTHWESTERN SASKATCHEWAN 1965 TO 
1971 


Return Return 
to Labor to 
Gross and Summer Labor Summer 
Year Return Pasture Allowance Pasture 
— $ per cow-calf unit — 
1965 84.79 17.64 10.94 6.70 
1966 103.06 33.64 12.05 21.59 
1967 108.70 34.91 13a 21.80 
1968 109.74 30.02 13.86 16.16 
1969 133.39 51.43 14.56 36.87 
1970 142.68 57.74 14.91 42.83 
1971 152.17 63.90 15.70 48.20 
1972 172.60 74.86 17.01 5/-GOm 
16 


TABLE 2. FARM PRICE OF WHEAT, STOCKER STEERS AND GOOD STEER CALVES 


Good Feeder Steers 


Good Feeder Steer Calves 


Wheat No. 1 (September to November (September to November 
(22¢ freight zone) at Calgary) at Calgary) 

Y ear — $ per bushel! — — $ per cwt. — index — $ per cwt. — index? 
1948-52 1.64 23.30 14 na. 

1953-57 1.43 16.43 11 na. 

1958-62 12517, 22.09 14 na. 

1963-67 1.75 23.30 13 26.18 15 
1968 1.51 26.68 18 30.38 20 
1969 1.38 30.31 22 Sh S/ 27 
1970 1.48 31.19 2A 39.92 27 
1971 1.45 34.29 24 43.29 30 
1972 12750 38.21 22 49.16 28 
1968-72 1.51 32.14 21 40.02 26 


1Wheat sold to Canadian Wheat Board and for crop year starting in year indicated. 
2 Number of bushels of wheat equal to 100 pounds of good feeder steers. 
3 Number of bushels of wheat equal to 100 pounds of good feeder steer calves. 


4 Estimate of farm to farm sales value. 
Value of an Animal Unit Month of Grazing 


This value can be estimated as a cost of the value placed 
on it in the market place or by estimating a return to 
pasture on the basis of a cattle enterprise budget. 


Native range pasture is an important source of summer 
grazing in the area. It is obtainable through a variety of 
tenure arrangements; government operated pastures, 
cooperative pastures that lease government owned land 
and/or privately owned land and individually operated 
pastures on leased or owned land. The value of a unit of 
grazing varies between these tenure arrangements; there 
is also a large variation in cost within some of them. 


‘In 1972, the Department of Regional Economic 
Expansion under the Prairie Farm Rehabilitation Act 
charged $12.00 for five months of grazing ($2.40 per 
month) for a cow with calf. Grazing costs are somewhat 
higher than this for cooperative and individually leased 
pasture and much higher for deeded pasture. 


TABLE 3. PRODUCTION OF MIXED GRASS PRAI- 
RIE AT SWIFT CURRENT BASED ON CLIPPED PLOT 
YIELDS! (1948-51) 


Date of First Summer Yield 


Clipping Ib./acre (D.M.) 
May 16 240 
June 5 385 
June 20 410 
July 5 440 
July 20 360 


1 Plots were clipped at two-week intervals from the date of first 
clipping until September 1. 


Source: J.B. Campbell, "Farming Range Pastures”. 
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The cost of summer grazing on deeded native range 
pasture is estimated at $6.45 per cow-calf unit month. 
This includes fencing, water development costs, land 
taxes and the interest on capital invested. These costs 
vary from farm to farm. For this estimate, the first two 
cost items are calculated at 47 cents per acre. The land 
tax is dependent on the assessment and the mill rate. If 
land is assessed at $3 per acre and the mill rate is 70, the 
annual tax amounts to 21 cents per acre. Interest charges 
vary according to the interest rate and the market value 
of land. Land sales data for 1972 show that native 
rangeland values are from four to 12 times the asses- 
sment. The higher multiples are for land with low 
assessment. Using an assessment multiple of seven on 
land valued at $3 per acre and a seven percent interest 
rate, the land investment is $1.47 per acre. On this basis 
the total pasture costs are $2.15 per acre. Native pasture 
that produces 400 pounds of dry matter per acre (Table 
4) and is grazed at the recommended? rate of 55 percent 
of production has a grazeable yield of 220 pounds of dry 
matter per acre. The estimated T.D.N. per pound of dry 
matter is .6 pounds. Thus, the estimated grazeable 
T.D.N. per acre is 132 pounds and the estimated grazing 
requirements for a cow plus calf are three acres each 
month. As previously stated, the value of this grazing is 
equivalent to (three acres per cow-calf unit month times 
$2.15 per acre) $6.45 per cow-calf unit month. 


The value of summer grazing on native range pasture can 
also be expressed as a residual return from the cow-calf 
enterprise (Table 1). An important factor in determining 
this return is the cost of winter feed. One factor 


®Lodge, R.W., Campbell, J.B., Smoliak, S., Johnston, A., 
Management of the Western Range, Canada Department of 
Agriculture, Publication 1425, 1971. 
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FIGURE 1. RETURN TO PASTURE PER COW-CALF UNIT 
MONTH OF SUMMER GRAZING 


Dollars per Cow-Calf Unit 


1965 1966 1967 1968 1969 1970 1971 1972 
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TABLE 4. IN-SEASON GROWTH (DRY MATTER) OF 
NATIVE GRASS AT SWIFT CURRENT (1959-62) 


Growth Per Cumulative 
Period Period Growth 
— lb. of dry matter per acre — 
To May 15 17 17 
May 16 to May 31 51 68 
June 1 to June 15 67 135 
June 16 to June 30 80 2A5 
July 1 to July 15 51 266 
July 16 to July 31 41 307 
August 1 to August 15 40 347 
August 16 to August 31 28 375 
September 1 to September 15 18 393 
September 16 to September 30 lig 404 
October 1 to October 15 _ 404 


affecting the cost of winter feed is the price of wheat, 
since wheat is the best alternative crop on land used for 
oat-hay production or grass-alfalfa production. Budget 
data indicate that an increase of 10 cents in the price of 
wheat will decrease the return to summer pasture by 30 
cents per cow-calf unit month. Another important factor 
determining the return to native range pasture is the 
price of cattle and feeder calves in particular. Budget 
data indicate that a rise of one cent per pound in the 
price of feeder calves will increase the return to summer 
pasture by 84 cents per cow-calf unit month. The 
estimated return to summer pasture for 1971 (Table 1) 
of $48.20 per cow-calf unit or $9.64 per cow-calf unit 
month is based on a farm wheat price of $1.35 per 
bushel and cattle prices of $43.29 per hundredweight for 
good stocker steer calves and $34.91 per hundredweight 
for good stocker heifer calves. The effect on the return 
to summer pasture for different levels of wheat prices 
and cattle prices is shown in Table 5. 


Alternative Cost of Spring Feeding or Grazing 


An expanded cattle enterprise utilizing the increased 
pasture production accruing from delayed grazing of 
native range pasture would require adjustments in the 
farm organization. 


Feed, in the form of harvested forage, or pasture must 
be provided for the expanded cattle enterprise during 
the non-pasture season. Moreover, additional inputs of 
labor, buildings and equipment are required. These 
inputs may be supplied from idle sources such as fall 
grazing on wasteland or stubble, under-utilized resources 
such as winter labor, or from new resources such as new 
or expanded corrals and more grainland converted to 
fodder production. In this evaluation, the only input not 
priced at its current annual average level is the cost of 
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TABLE 5. RETURN PER COW-CALF UNIT TO 
SUMMER PASTURE (FIVE MONTHS) FOR DIFFE- 
RENT LEVELS OF CATTLE PRICES FROM THE 
1971 PRICE BASE AND DIFFERENT LEVELS OF 
WHEAT PRICES 


Cattle Price Farm Wheat Prices 

Difference from — dollars per bushel — 

1971 Prices 1ES5 1.50 1.64 1.80 

— $ per cwt. — — dollars per cow-calf unit month — 

—6.00 4.60 4.15 3.70 SAS 

—3.00 7.12 6.67 6.22 sya/Ti 
(0) 9.64 9.19 8.74 8.29 
3.00 12.16 WtheZ/ 11.26 10.81 
6.00 14.68 14.23 13.78 13.33 


alternative sources of feed during the spring grazing 
period. This includes the input required for the increased 
number of cattle: 


Alternative sources of feed are as follows: 
1. Seeded pasture on cultivated land. 
2. Seeded pasture on native range. 
3. Seeded fall rye as spring pasture. 


4.Confined feeding as an extension of the winter 
feeding period. 


In practice, there could be a combination of some or all 
of the above feed sources. 


Cost per acre estimates for the first three mentioned 
feed sources are summarized in Table 6. The land 
investment cost for pasture established on arable land 
varies with the price of grain; i.e., eight cents per acre for 
each one cent change in the price of wheat, if wheat is 
the best alternative land use. The land investment cost 
for pasture established by breaking and seeding native 
range pasture to crested wheatgrass and alfalfa varies 


TABLE 6. COST PER ACRE PER YEAR OF ESTA- 
BLISHING A SPRING PASTURE 


Improved Pasture 


Fall Rye Cultivated Land Range 


— cost in dollars per acre per year — 


Development® 5.82 233 2573 
Tax .70 PS .43 
Land Investment 2.53 2.62 2.58 

Total 9.05 5.68 5.74 


4including cultivation, seeding, fence and water development. 
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with the price of grain and with the price of cattle. It 
will decrease 1'/, cents per acre for each one cent 
increase in the price of wheat and will increase 35 cents 
per acre for each one cent per pound increase in the 
price of cattle. 


Recommended -pasture mixtures for southwestern 
Saskatchewan are crested wheatgrass-alfalfa (Rambler, 
Roamer) or Russian wild ryegrass-alfalfa. These should 
be seeded at a 5:1 grass-alfalfa ratio in rows with spaces 
of 18, 21 or 24 inches. Grazing should not begin before 
the growth of new grass has reached a height of four to 
five inches. This will not normally occur before the 
second week in May. The rate of stocking will depend 
upon the growth obtained, the soil mixture available and 
the amount of alfalfa in the stand. In years of average 
precipitation there should be a uniform stubble height of 
two to three inches remaining at the end of the grazing 
season. Crested wheatgrass-alfalfa pastures are best used 
exclusively as spring pasture. Russian wild ryegrass- 
alfalfa pastures provide good forage at all times or 
seasons from spring until early winter. If a particular 
pasture is to be used in the summer, fall or early winter, 
the spring stocking rate must be adjusted downward. In 
an ideal situation, separate pastures would be provided 
for each season of use. A simple rotation schedule could 
then be followed. 


Data are available on the carrying capacity of crested 
wheatgrass-alfalfa pasture for the relatively short spring 
grazing period. Crested wheatgrass-alfalfa fields at the 
Swift Current Research Station, when clipped to simu- 
late grazing, produced 1,458 pounds of dry matter over 
the five-year period from 1950 to 1954. These stands of 
grass had a spacing of six inches. Current data show that 
wider spacing considerably improves yields. When spring 
grazed, the estimated T.D.N. yield of crested wheat- 
grass-alfalfa pastures is 612 pounds where grown under 
average weather conditions and in rows 12 inches apart. 


The United States National Research Council standards 
suggest that a lactating beef cow on pasture for three to 
four months after postpartum requires 13.2 pounds of 
T.D.N. daily’ or 396 pounds per month. On this basis, 
the spring grazing capacity of crested wheatgrass-alfalfa 
pasture is 1.5 cows with calf for a month per acre. This 
would mean a spring grazing cost of $3.79 per cow-calf 
unit month from pasture established on arable land and 
$3.83 from pasture established by breaking and seeding 
native range pasture to crested wheatgrass and alfalfa. 


The CDA Research Station at Swift Current obtained 
yield data on fall rye used as spring pasture for the 


National Research Council, National Academy of Sciences, 
Washington, D.C., Publication 504. 
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five-year period from 1966 to 1970. These yields were 
based on a two year rotation of oats seeded on 
summerfallow in the spring and harvested as oat hay, 
summerfallowed until fall and then seeded to fall rye, 
grazed the following spring and summerfallowed for the 
remainder of the year. 


Fall rye can be fitted into a grain rotation as above or 
seeded continuously. With continual seeding, there may 
be a slight reduction in yield, but this could possibly be 
offset by a longer period of summerfallow. 


The average T.D.N. available for spring grazing per year 
is 1,076 pounds. Energy requirements for a cow-calf unit 
month as previously defined are 396 pounds of T.D.N. 
An acre of fall rye can be expected to provide spring 
grazing for 2.7 cow-calf unit months. The cost per 
cow-calf unit month is estimated at $3.35. 


The cost of 396 pounds of T.D.N. from good quality 
hay at $21.27 per ton® is $8.40. This cost could be 
somewhat less as a housed cow uses less energy than a 
range cow. 


Benefit-Cost Ratios 


The non-cost items that determine the level of benefits 
from delayed grazing are as follows: (a) the percentage 
of increase in productivity of the pasture from delayed 
grazing and (b) the length of the delayed grazing period 
as a percentage of the normal grazing period for native 
range. With delayed grazing until June 5 the increased 
productivity is 23 percent and the shortened grazing 
period as a percentage of the normal grazing period is 87 
percent. The benefit from delayed grazing is the 
increased carrying capacity of the pasture. With delayed 
grazing until June 5 the carrying capacity will be 123 
percent of the carrying capacity for the normal grazing 
period. However, since this carrying capacity is utilized 
over a shorter grazing period (87 percent of the normal 
grazing period), it will provide grazing for a 41.4 percent 
larger cattle enterprise. The benefit is a cattle enterprise 
.414 times the cattle enterprise grazed for the normal 
grazing period. 


The cost consists of providing feed for the delayed 
grazing period for the enlarged cattle enterprise. The 
delayed grazing period is 13 percent of the normal 
grazing period and the enlarged cattle enterprise is 141.4 
percent of the cattle enterprise grazed for the normal 
grazing period. Thus, spring pasture or harvested feed 


8 Wiens, J.K., Kilcher, M.R., ““Winter Feed Production on Grain 
Cattle Farms in Saskatchewan’’, Canadian Farm Economics, 
Volume 5, Number 6, February 1971. 
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TABLE 7. RETURN TO SUMMER PASTURE AND COST OF ALTERNATIVE EARLY SPRING PASTURE FOR 
THREE LEVELS OF CATTLE PRICES AND TWO LEVELS OF GRAIN PRICES 


Cattle Price Farm 
Difference. Wheat Return to 
from 1971 Prices Summer Pasture Cost of Alternative 
Prices! -- dollars (5 months) Early Spring Pasture Developed From 
— cents per per — per cow-calf Crop Land Native Pasture 
pound — bushel — unit month! — — per cow-calf unit month — 
=O 1.35 4.60 3.79 2.43 
-6 1.80 3.25 6.19 2.05 
0 1.35 9.64 3.79 3.83 
0 1.80 8.29 6.19 3.45 
6 1.35 14.68 3.79 5.23 
6 1.80 13.33 6.19 4.85 


1 Costs other than winter feed and summer pasture per cow-calf unit are held constant at the 1971 price level. 


has to be provided for .184 cow-calf unit months times 
the carrying capacity for the normal grazing periods. 


The benefit-cost ratio then is as follows: 


414 times the value of summer pasture per 
cow-calf unit month (benefit) to .184 times the 
cost of spring feed per cow-calf unit month (cost). 


This indicates that if alternative feeding or grazing is 
available from the middle of May to the first part of 
June at a cost which is less than 2.25 times the native 


range pasture grazing value (or cost), a delayed grazing 
practice should be considered. 


The grazing cost on owned native pasture is estimated to 
be $6.45 per cow-calf month. The return to summer 
grazing is estimated at $9.64 per cow-calf unit month 
(Table 5). Whether one considers summer grazing on 
native range as a cost or as a return to a fixed resource, 
delayed grazing of native rangeland is profitable under 
the postulated assumptions. This necessitates the 
provision of alternative sources of spring pasture or feed 
for both the present and the expanded cattle enterprises 
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at prices less than 2.25 times the above estimated costs 
or returns. This is the case for the hypothetical range of 
cattle and wheat prices shown in Table 7 where spring 
pasture is grass seeded on either native range or crop 
land. 


In order to delay grazing on native range until the 
first part of June, an alternative source of spring grazing 
is needed. At the present time, the quickest and cheapest 
way to provide this grazing while expanding the cattle 
herd is to seed some of the cultivated land to fall rye and 
graze it in the spring. This pasture can then be used 
during the time that it takes to establish the crested 
wheatgrass-alfalfa pasture on former range land or on 
land presently being cultivated. 


CONCLUSIONS 


Management of land resources depends upon the price 
level of inputs and the price level of the product. The 
main product of native range pasture in the Brown and 
Dark Brown soil zone of the Prairies is grazing for the 
cattle enterprise. There has been an upward trend of 
feeder cattle prices over the last 20 years. Another 
determinant of the return to native range pasture is the 
price of winter feed for the cattle enterprise. The relative 
increase in winter feed prices has been less than the 
increase in feeder cattle prices. The productivity of 
native range pasture normally grazed until mid—October 
can be increased by 23 percent when the grazing is 
started about June 5 instead of the middle of May. In 
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order to delay grazing an alternate source of feed is 
needed for this period. The benefit-cost ratio will be 
greater than one, if the cost of feeding per cow-calf unit 
month for the delayed grazing period is less than 2.25 
times the return to summer pasture per cow-calf unit 
month. 


Based on recent price levels of feeder cattle and winter 
feed, delayed grazing meets or exceeds this criteria. 
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POLICY AND PROGRAM DEVELOPMENTS 
IN CANADA 


AGRICULTURAL PRODUCTS MARKETING 
ACT (Ontario Bean Order) 


“The Ontario Bean Producers’ Marketing Board and the 
Farm Products Marketing Board of Ontario are each 
authorized to regulate the marketing of beans in 
interprovincial and export trade and for such purposes 
may, with respect to persons and property situated 
within the Province of Ontario, exercise all or any 
powers like the powers exercisable by each of them 
respectively in relation to the Act and the Plan.” (10 
April 1973) 


CORRECTION: 


AGRICULTURAL PRODUCTS MARKETING 
ACT (Manotobeé Turkey Order) 


“The Manitoba Turkey Producers’ Marketing Board is 
authorized to regulate the marketing of turkeys in 
interprovincial and export trade and for such purposes 
may, with respect to persons and property situated 
within the Province of Manitoba, exercise all or any 
powers like the powers exercisable by it in relation to 
the marketing of turkeys locally within that Province 
under the Act and the Plan.” 


Canadian Farm Economics, Vol. 8 No. 2, page 32, 
column 1 — “Natural Products Marketing Act’? should 
read ‘“‘Agricultural Products Marketing Act’’. 
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Report No. 12. April 1973. Tables, 30p. $2.00 per copy. 


Country Grain Elevator Closures: Implications for Grain 
Elevator Companies. O.P. Tangri, D. Zasada and E.W. 
Tyrchniewicz. Center for Transportation studies, 
University of Manitoba, Winnipeg. Research Report No. 
19. January 1973. $2.00 per copy. 


The Cost of Transporting Grain by Farm Truck. E.W. 
Tyrchniewicz, A.H. Butler and O.P. Tangri. Center 
for Transportation Studies, University of Manitoba, 
Winnipeg. Research Report No. 8. July 1971. $2.00 per 
copy. 


Summary of Ontario Farm Management and Accounting 
Project, 1972. Prepared by the School of Agricultural 
Economics and Extension Education in cooperation 
with the Extension Branch, Ontario Ministry of Agri- 
culture and Food. Tables. Pub. No. AE/73/8/APRIL 
1973. University of Guelph. 
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IN REPLY TO AUTHORS AND EDITORS REGARDING JUNE 73 
CANADIAN FARM ECONOMICS 


I have read the following article(s): 


(1) Buckwheat: A Canadian Special Crop 
(2) Farm Feedlot Costs and Returns 
(3) Some Economic Aspect of Delayed Grazing on Native Range Pastures 


_ My comments are on article number 


This article was: not useful ee TY useful. 
{ 2 3 4 5 6 7 8 S 10 
_ Because (e.g., The most important economic and social factors were studied. The work was well documented and the 
conclusions were useful to me). 


_ Beefs Bouquets (Suggestions to authors, publications committee and editors) 


_ My comments may ( ) may not ( ) be used in a future issue of this publication if the editor wishes. 


Please place this sheet in an envelope and address it to: 


_ IN REPLY, 

Att: John McConnell, 

Economics Branch, 

C.D.A., Sir John Carling Building, 
OTTAWA, Ontario, K1A OCS 
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THE SMALL 


INTRODUCTION 


Activities in agricultural adjustment can be traced back 
to the early sixties when federal government institutions 
became more and more concerned about the problems 
of inadequate income faced by the small farmer. 
Subsidies were gaining greater popularity among the 
various policies and programs that were implemented. 
Although these earlier policies and programs, or vari- 
ations of them, are still in effect with relatively high 
levels of success, it was the decision of the Cabinet of 
the Canadian Government that rather than increase 
funds to further subsidize agriculture more effort should 
be directed to a comprehensive program of assistance to 
low income farmers. The Minister of Agriculture was 
asked to develop a program along these lines. The 
Economics Branch undertook this task. After testing a 
series of proposals, the Small Farm Development 
Program (SFDP) was developed. 


To assure coordination with other programs, the Cabinet 
established an Interdepartmental Committee’ with the 
following terms of reference: 


*This article is based on material developed by staff of the Farm 
and Rural Development Division, under the direction of Dr. D.H. 
Plaunt, and by the Farm Credit Corporation. Mongi Mouelhi 
is a rural sociologist with the Division and Walter Burns is the 
Associate Director of the Farm and Rural Development Division. 
The comments received from A.R. Jones and C.T. Craddock as 
a result of the review of this article are sincerely appreciated. 


1The committee involved the following government bodies: 
Treasury Board; Finance; Health and Welfare; Regional 
Economic Expansion; Manpower and Immigration; Farm Credit 
Corporation; Industry, Trade and Commerce; Privy Council and 
Agriculture. 
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The Small Farm Development Program 
is a new positive approach to rural 
development. /t includes special credit 
assistance, assistance grants, a listing 
service, and rural development and 
farm management services to assist 
participants in the program reach their 
social and economic goals. 


*Prepared by 
A. Mouelhi and W.T. Burns 


FARM DEVELOPMENT PROGRAM 


“The Cabinet noted the Prime Minister’s view that 
the proposed interdepartmental committee to consider 
proposals for an early retirement plan for farmers should 
not limit itself to the Department of Agriculture’s 
proposal, but should consider all relevant proposals.’ 


The Committee also took into consideration the guide- 
lines adopted by the Cabinet for Agriculture: 


“Canada’s objective in agriculture is a stable agri- 
cultural industry which is economically viable and self 
sustaining based on international prices and free trade. 
However, there is a need for transititional assistance 
designed to help those affected to adapt to the changes 
involved while insuring that the objective is achieved 
within the present generation.’ 


The Committee began examination of relevant proposals 
in November 1969 with special emphasis on the pro- 
blems of agricultural adjustment. Their report was 
submitted on March 3, 1970. 


This report of the Interdepartmental Committee 
provided the background information for the more 
recent series of action program proposals developed by 
the Economics Branch. These proposals ranged from 
emphasis on retiring farmers, farmers leaving agriculture 
for alternative occupations, resource mobility and 


2 Cabinet Interdepartmental Committee on Farm’ Early 
Retirement and other Related Policy Proposals, ‘‘Report to the 
Minister of Agriculture on Farm Early Retirement”, Ottawa, 
March 3, 1970, p. 2. 


3 Wid. 


resource adjustment to a final decision that a program 
featuring direct assistance to operators of lowsincome 
farms with growth potential would be of greatest 
service to them. 


The Small Farm Development Program which was 
announced on December 6, 1971, is a program to 
facilitate structural and social adjustments in the low 
income small farm sector of Canadian agriculture. The 
sum of $150 million has been made available for the first 
seven years of operation. The basic program has two 
thrusts. The first is to assist those farm families with 
growth potential to enlarge their land holdings and 
improve their operations and incomes. Secondly, the 
program will assist others wishing to leave agriculture to 
liquidate their assets and undertake non-farm employ- 
ment or retire. To achieve these objectives the program 
is divided into two parts: the Land Transfer Program 
(LTP) and the Services Program. LTP provides 
financial support through credit and grants to stimulate 
the transfer of land between the developing farmer and 
the retiring farmer. The Services Program provides the 
non-financial assistance necessary to help the low income 
farmers: first, to make his choice between identified 
alternatives, and secondly, to improve his knowledge and 
management capability to succeed in agriculture, or 
alternately to prepare himself to compete in the non- 
agricultural economic society. 


On the basis of current information it is estimated that 
there are between 125,000 and 150,000 farm families 
requiring assistance of the type offered by this program. 
It is expected that many of these would find better 
opportunities outside of agriculture. The remainder 
with adequate assistance might be expected to 
develop reasonable incomes by expanding in agriculture. 
However, it must also be recognized that this large group 
of farm pepole have up to now fallen outside the scope 
of existing farm programs, particularly those of credit 


and extension. They suffer from inadequate educa- 


tion. Most have not developed saleable skills, nor 
have they generated the capability to develop and 
manage economic farm units. In a great many cases, 
the capital required to further develop expand is not 
available to them. In short, the potential clients of this 
program need assistance of an extraordinary order, both 
in finances and in training, to provide them with the 
opportunity of bringing their income up to an accepta- 
ble level by Canadian standards. 


LAND TRANSFER PROGRAM 


LTP which is administered by the Farm Credit Corpo- 
ration (FCC) is the means by which participants enter 
the Small Farm Development Program. At this point the 


farmer makes the decision to either expand in agri- 
culture or to enter non-agricultural pursuits. He may be 
assisted in this decision by either or both of the 
specialists of the Farm Management Service (FMS) or 
the Rural Development Service (RDS), through a 
detailed analysis of his prospects and alternatives. 


The Land Transfer Program contains four separate but 
related provisions to facilitate land transfers: assistance 
grants to vendors, special credit to purchasers, a farm 
listing service, and purchase and resale of uneconomic 
farms. Criteria for the eligibility of vendors and pur- 
chasers as well as regulations for the purchase and resale 
of low-income farms by FCC have been established and 
were later modified by Federal-Provincial agreements. 


Assistance Grants 


Eligible owners of small farms, who wish to withdraw 
their assets from farm real estate in order that they 
can take advantage of non-farm income, employment 
or retirement opportunities, are entitled to receive 
$1,500 plus 10 percent of the sale price of land and 
building up to a maximum grant of $3,500. This grant may 
be paid out in a lump sum or used together with all or 
part of the equity in the farm to purchase an annuity 
to provide for the future income requirements of the 
vendor. 


An eligible vendor may also make arrangements with the 
purchaser to retain ownership or the right of occupancy 
of the farm home and a suitable surrounding area of land 
for himself and his spouse during their lifetime or for a 
specified period. 


Special Credit 


If he meets the eligiblity criteria, the operator of a small 
farm who wishes to expand is entitled to special credit 
assistance under an agreement for sale to buy more land. 
In such a case, the purchaser is required to pay a $10 
application fee and a down payment of $200 on any sale 
of $20,000 or less. For sales over $20,000, the down 
payment will be as prescribed by the Federal Minister of 
Agriculture. Payment will be spread over a period of up 
to 26 years at the same rate of interest charged by FCC. 
The purchaser is not required to mortgage the farm he 
already owns as security for the balance of the purchase 
price. 


Listing Service 


FCC also provides a farm listing service to facilitate 
communication between prospective vendors and pur- 
chasers of small farms. Listings of small farms for sale 
are available to the public. However, emphasis in the 
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listing service is on the availability of land for owners of 
small farms wishing to enlarge their operations. 


Purchase of Land by FCC 


In some cases, which are specified in the section on 
Federal-Provincial agreements, FCC is authorized to 
purchase land from eligible vendors when there is no 
prospect for immediate resale in view. To facilitate later 
resale of such farms, FCC will pay up to 90 
percent of the appraised value of the farm. However, 
grants will be based on the full appraised value. 


SERVICES PROGRAM 


Farm Management Service 


Farmers deciding to expand will be provided with 
intensive assistance by FMS. Initially, Farm Manage- 
ment Specialists will assist with the development of 
complete detailed management systems for each client. 
Budgets will be developed and record keeping systems 
and capital resource requirements will be established and 
made available to these farmers. This will be followed up 
with a continuing advisory service and with modified 
management systems as the farm unit begins to grow and 
generate its own capital. This ongoing service will be 
operated under specific guidelines based on the type of 
agriculture suited to each region of Canada and on 
available markets. 


Rural Development Service 


Those deciding to leave farming for non-farm pursuits 
will be offered further intensive assistance by RDS. 
This service will assist clients to find adequate jobs in 
locations suitable to their future living requirements. 
The need for training and skill development will be 
identified and clients will be entered in suitable courses, 
usually through the further assistance of Manpower 
programs. Housing accommodations in reception areas 
will be found for migrating clients. Follow-up activities 
will assure that participants of the program will be 
assisted to fully adjust and adapt to new environments 
with a minimum of hardship. 


Rural and Agricultural Development Informa- 
tion System 


The field staffs of these services will be backed up with a 
specially designed Rural and Agricultural Development 
Information System (RADIS). This information system 
will serve both the developing farmer through FMS and 
the departing farmer through RDS. RADIS will establish 
farm operating systems suitable to the various regions of 
Canada with models of economic farm units being 
established as guidelines for development. Growth pat- 
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terns by which small low income units can be developed 
up to these minimum levels will also be established. 
Farm enterprise budgets and farm growth models are 
the prerequisites to the development of the whole farm 
production unit. 


For the benefit of departing farmers, RADIS will 
provide detailed information on a wide range of topics 
required by the RDS in the various regions of Canada. 
This will include employment opportunities, housing 
availability and costs, living conditions and costs, 
availability of training, and adjustment problems. The 
suitability and adequacy of employment opportunities 
in relation to the living costs and conditions will be 
assessed. All information will be generated, developed 
and assembled in a specific format for adaptation by 
the field staff to serve the individual needs of the 
participant farmer and his family. 


FEDERAL-PROVINCIAL AGREEMENTS 


In recognition of the responsibility of Provincial 
Departments of Agriculture to provide extension services 
to farmers, the Minister has entered into Federal- 
Provincial agreements whereby the implementation of 
SFDP is carried out jointly by the Federal and Provincial 
Departments. These agreements have been signed with 
all the Provinces except Quebec and Newfoundland 
where negociations are still underway. The dates on 
which the agreements were signed with the provinces 
are: 


Alberta July 14, 1972 
Ontario August 24, 1972 
New Brunswick October 20, 1972 
British Columbia November 22, 1972 


Prince Edward Island 
Nova Scotia 
Saskatchewan 
Manitoba 


December 20, 1972 
January 3, 1973 
HUlie 291973 

July 6, 1973 


An attempt was made in the formulation of these 
agreements to provide for specific regional and provincial 
aspects of the low-income farm problem, within the 
broader program. As a result, while the agreements havea 
common pattern, they also contain provisions which 
focus on specific requirements of the provinces. 


Coordinating Committees 


Joint Federal-Provincial Coordinating Committees 
consisting of equal numbers of federal and provincial 
staff have been established under these agreements to 
provide the management control of SFDP. The size of 
these committees varies from province to province: 


British Columbia 
Alberta 
Saskatchewan 
Manitoba 

Ontario 

New Brunswick 
Nova Scotia 

Prince Edward Island 


BRDHDAAAD CO HL 


In addition, a National Coordinating Committee is 
established to fulfill an advisory role to the Minister on 
future policy and program development. These 
committees operate at senior levels. 


Farm Management and Rural Development 


Services 


Under the agreements some provinces provide these 
services from their own resources. In others, Canada 
shares in the provision of these services by seconding 
staff to operate under the supervision of provincial 
extension services. Saskatchewan, Ontario and Nova 
Scotia fall in the first category. Staff are provided by 
secondment on a one to one basis in other provinces as 
follows: 


British Columbia 6 
Alberta 36 
Manitoba 10 


Prince Edward Island q 

New Brunswick No. to the determined by 
the Canada-New Brunswick 
Coordinating Committee 


The agreements also provide that the federal department 
is responsible for the detailed information system 
required to back up the field staffs, as well as for the 
training of such staffs. It has been established that to be 
effective these activities must be carried out in close 
coordination with the related provincial personnel at the 
Director of Extension level. 


Eligibility Criteria for Vendors and Purchasers 


1. Vendor: to be eligible for a vendor grant under the 
Land Transfer Program, an owner of a small farm must 
meet the following criteria: 


a) on the dates of commencement* of the program, 
he: 


4 The dates of commencement of SFDP are April ist, 1972 on 
which the implementation program was announced and the dates 
on which the agreements were signed with the provinces, 
However, consideration may be given to a farmer who had sold 
his farm before the signing of the agreement for certain specified 
reasons, 


(i) was the owner, or purchaser under agreement of 
sale, or was equitably entitled to ownership by inheri- 
tance of an uneconomic farm; 


(ii) had as his principal occupation the operation of 
that farm; 


b) offers and sells substantially® all of that farm for 
no more than the following amounts: 


British Columbia $30,000 
Alberta $30,000 
Saskatchewan $30,000 
Manitoba $30,000 
Ontario $20,000 
New Brunswick $25 ,000 
Nova Scotia $25 ,000 
Prince Edward Island $20,000 


c) demonstrates to the satisfaction of FCC that he 
has an alternative means of livelihood other than 
potential welfare assistance to maintain himself and his 
dependants in a manner equal or superior to that being 
realized from the farm; 


d) agrees not to become a self-employed farm 
operator in the future unless moving from an un- 
economic situation to a potentially economic farm 
business. 


2. Purchaser: special credit is available to an owner of an 
uneconomic farm who wishes to buy land from an 
eligible vendor provided that he meets the following 
criteria at the time of application: 


a) is a Canadian citizen or landed immigrant; 


b) is the owner, purchaser under agreement for sale 
or tenant for a period not less than three years, and 
operator of a farm; 


c) has his principal occupation the operation of that 
farm; 


d) has assets not exceeding $60,000 as determined 
byzECe: 


e) is prepared to purchase additional land such that 
the consolidated farm unit will, in the opinion of FCC, 
have sufficient land, labour and capital under his 
management to become a viable commercial farm; 


f) makes an application for special credit assistance 
and accepts all terms and conditions of agreement for 
sale as prescribed by FCC; 


5 5 : 
See “‘Assistance Grants” section. 
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3. Loss of Eligiblity of Potential Vendors: an otherwise 
eligible vendor renders himself ineligible for a grant if: 


a) he receives a subsidy in addition to and in relation 
to the sale price of his farm from another government 
sponsored program; 


b) the farm is sold to a purchaser who intends to 
continue to operate the farm as a separate, uneconomic 
farm unit; 


c) the farm is sold to a purchaser buying land for 
non-farm use, if he is buying a number of such farms for 
a purpose contrary to provincial plans for development 
of the area; 


d) the farm is sold to non-Canadian citizens or 
non-landed immigrants. 


To emphasize the importance of small farmers having 
equal opportunity to purchase land, Manitoba and 
Saskatchewan agreements add the following restrictions: 


a vendor renders himself ineligible for a grant if, 
within a specific period, he sells his farm to a farmer 
with assets over a specific value or to the province for 
immediate leasing (with continuous option to buy, after 
a maximum period of 5 years) to a farmer with whom 
the lease had previously been negotiated and whose 
assets are over this specific value. These specific criteria 
are as follows: 


Manitoba Saskatchewan 
Period — over 6 months 3 months 
Land and buildings — over $70,000 $60,000 
Agricultural assets — over _ $100,000 


Purchase of Land by FCC and the Provinces 


All agreements provide for the purchase of farms which 
have a reasonable chance of resale for farming purposes 
by FCC from eligible vendors where there is no other 
purchaser immediately available. Priority for such 
purchases are given to vendors who are required to move 
from the farm for reasons of employment that is readily 
available, and to vendors who are retiring and 
immediately require the grant and their equity in the 
farm because of ill health or inadequate income. 
Agreements with some of the provinces provide that 
they would be given first refusal opportunity on the 
purchase of such lands. These are British Columbia, 
Saskatchewan, Manitoba and Prince Edward Island. 


In the case of lands of low agricultural capability, the 
agreements include specific provisions to meet local 
conditions. Manitoba and Ontario agreements provide 
that FCC refers lands to be taken out of agriculture to 
the province for direct purchase. In Alberta, such lands 
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can be purchased by Canada provided that the province 
agrees to buy them from Canada under special agreement. 
Lands to be used for extensive agriculture in Manitoba 
and lands to be taken out of agriculture in New 
Brunswick, Nova Scotia and Prince Edward Island are 
purchased by the province from FCC under special 
conditions: 


1. that the funds used to purchase such lands do not 
exceed the following proportions of total funds spent to 
purchase land from vendors during the next five years 
and, of funds spent in any one year: 


Total Funds Funds for 
For 5 Years Any One Year 
Manitoba 15% 30% 
New Brunswick 20% 35% 
Nova Scotia 20% 35% 
Prince Edward Island 20% 35% 


2. that these lands are sold to the province at 25 percent 
of the purchase price with the provision that if resold 
within the following number of years, 75 percent of the 
resale price reverts to Canada: 


No. of Years 


Manitoba 20 
New Brunswick 20 
Nova Scotia . 20 
Prince Edward Island 15 


3. that in any one year, the Federal Minister of 
Agriculture may limit the funds for the purchase of 
lands to be used for extensive agriculture or to be taken 
out of agriculture. 


Other Provisions 


The Canada-Manitoba Coordinating Committee will 
appoint and set the terms of reference for five Regional 
Sub-Committees to act as liaison between sub-regional 
operations and the Coordinating Committee. 


Alberta will establish, in consultation with Canada, 
Agricultural Development Committees for the purpose 
of exchanging information and advising the adminis- 
tering agencies and the Canada-Alberta Coordinating 
Committee of local needs and opportunities relevant to 
the program. 


Alberta will also assume full administrative and financial 
responsibility for seconded staff at the end of the 
agreement. 


SFDP ACTIVITIES 


Presently, SFDP is operating in all the provinces which 
have signed agreements with Canada. Good progress has 


been made by the Federal-Provincial Coordinating 
Committees in specifying the details of the administra- 
tion and operation of the program. Progress has also 
been made in the hiring of field staff to provide the 
Rural Development and Farm Management services. The 
Land Transfer Program has been operating since 
September 21, 1972. The initial response has been 
excellent. A large number of low income farmers 
expressed their desire to enlarge their farms through 
special credit. A relatively larger number of owners of 
uneconomic small farms expressed their wish to sell their 
farms under the program and take advantage of the 
vendor grant. 


Inspection of available information on transactions 
which took place before April Ist, 1973 revealed some 
interesting facts. Over one half of the vendors were past 
retirement age and therefore were receiving benefits 
from the Canada Pension Plan. The average age of all 
vendors was 57 years. However, 21.7% of the vendors 
took full-time employment and 13.8% worked part-time, 
giving a total of 35.5% who chose paying jobs over 
Operating uneconomic farms. Right of home use and 
title to home site were retained by 24% of the vendors 
who took advantage of this special feature of the 


program. The farms sold under the program averaged 
195 acres in size with 106 cultivated acres. 


Since purchasers are encouraged to obtain normal loans 
in cases where it is preferable to consolidate the overall 
financial position and to provide additional capital for 
the development of enlarging farms, only 23.6% of the 
purchase transactions were financed through special 
credit assistance. The remainder were financed through 
the Farm Credit Act or other loans, or were purchased 
by the provinces for later resale to farmers. Purchasers 
under the program were relatively young. Their average 
age was 39 and ranged from 20 to 58 years of age. The 
average value of their owned farm real estate was $30,433. 
After the purchase, the average value of their con- 
solidated property went up to $43,859. The average 
number of cultivated acres increased from 142 to 223. 


The Small Farm Development Program is already 
showing positive results. However, there is some 
evidence that it is not dealing adequately with certain 
problems of the low income farm sector. As experience 
is gained, it is anticipated that program modifications 
will be required to overcome more of the significant 
problems of Canadian Agriculture. 
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THE TENDER FRUIT INDUSTRY 


Canada’s peach canning sector has experienced a decline 
in the volume of domestic peaches available for packing 
and the number of firms packing peaches. This trend has 
been associated with an increase in demand for fresh 
peaches, rising costs and import competition. 


INTRODUCTION 


Canada’s peach industry is part of a larger general 
industry categorized as the “tender fruit industry’’. 
Included in the category, tender fruit, are peaches, pears, 
apricots, sweet cherries and prune/plums. All have 
several characteristics in common. Each fruit is retailed 
in the fresh form and in the processed form where it is 
usually canned in sugar syrup. Each fruit has a very short 
storage period in the fresh state, with the exception of 
pears, and consequently, the fresh market period for 
each fruit is quite short in length. 


Ontario and British Columbia are the major producing 
provinces. Within the two provinces, the principal areas 
of concentration of production are the Niagara region of 
Ontario and the Okanagan Valley of British Columbia. 


Total cash receipts from tender fruit have increased 
marginally even though there has been a general decline 
in production. The increase in cash receipts has largely 
been the result of an increase in fresh market prices. In 


*Dr. R.W. Anderson is an agricultural research economist with 
the Economics Branch. This article results from a study entitled 
“The Tender Fruit Industry in Canada’’, released by the Canada 
Department of Agriculture. Readers wishing additional infor- 
mation on the topics discussed may obtain a copy of the study 
by writing the Economics Branch, Agriculture Canada, Ottawa, 
K1A 0CS. 
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IN CANADA 


R.W. Anderson* 


response, a larger percentage of the crop is sold on the 
fresh market and a declining percentage is directed to 
the processing market. This trend is one factor which has 
brought about a general change in industry structure. 


Peaches account for nearly half of the receipts from all 
tender fruit crops. In terms of absolute dollars, receipts 
from peaches reached a high of $9.8 million in 1970. 
This is almost double the receipts for pears. As a 
percentage of total tender fruit receipts, peaches have 
declined from an average of 57.4 percent in the 1951-55 
period to 46.5 percent in the 1966-71 period. 


Emergence of the fresh sector as the dominent market 
for the tender fruit industry is most evident in peaches. 
Prior to the late 1960’s, processors purchased over 50 
percent of the total peach production for canning or 
other processing. As production declined in the late 
1960’s, processors purchases accounted for less than 40 
percent of the crop, reaching a low of 25 percent in 
1970. This article examines the change in the peach 
industry, the factors contributing to the change and the 
future of the industry if present conditions prevail. 


PEACH PRODUCTION IN CANADA 


Canadian peach production exceeded 112 million 
pounds annually during the period 1952-64 with the 


TABLE 1. CANADIAN PEACH PRODUCTION IMPORTS, PACK, STOCKS, PRICES, FARM VALUE, SALE FOR 
PROCESSING AND SUPPLY OF CANNED FRUIT, 1946-71' 


Production Fresh Imports Canned Exports Canned Imports Domestic Pack Canned Stocks” Average Farm Value 
Year 000’s 000’s 000's 000’s 000's 000’s Price 000’s 
of Ibs. of Ibs. of Ibs. of Ibs. of Ibs. of Ibs. $/Ton of $ 

1946 107,250 22,090 1,228 a 37,200 2,906 92 5,365 
1947 84,050 29,536 1,036 a 34,587 3,426 84 4,508 
1948 88,000 n.a. 234 a 37,664 7,464 99 4,953 
1949 100,550 na. 56 a 46,875 8,615 87 4,987 
1950 61,100 17,457 41 a 39,143 13,424 90 2,754 
1951 89,600 17,469 41 a 51,253 13,671 89 4,004 
1952 145 850 16,915 80 a 39,493 25,356 val 5,152 
1953 144,650 18,567 49 a 39,199 20,994 Wy 5,543 
1954 121,250 24,902 973 12,140 52,340 9,603 86 5,208 
1955 144,150 12,794 2,922 10,918 66,455 13,064 85 6,125 
1956 83,350 39,950 2,724 14,627 39,133 20,514 105 4,384 
1957 140,050 21,196 299 22,687 63,455 13,940 89 6,218 
1958 152,150 26,667 Crocs 21,853 56,036 20,401 76 5,761 
1959 132,250 32,062 1,841 19,386 44,536 12,766° 82 5 444 
1960 118,100 47,257 554 32,159 50,614 8,802° 104 6,137 
1961 153,750 36,550 450 29,529 60,469 13,494> 87 6,674 
1962 112,800 31,600 1,695 28,804 40 345 18,947° 103 5,784 
1963 118,650 36,150 245 36,008 42,721 9,875" 117 6,933 
1964 143,100 18,500 174 40,359 45 452 8,724° 114 8,128 
1965 80,300 46,450 171 53,709 28,482 10,134° 138 5,531 
1966 104,250 34,000 40 58,716 29,475 5,288° 142 7,434 
1967 82,300 23,932 143 65,991 15,708 8,443P 176 7,207 
1968 95,800 40,564 57 67,560 PAP) AMBIT) 2,220° 188 8,963 
1969 83,000 50,036 Nil 74,156 20,831 6,197" 216 8,935 
1970 109,830 33,486 Nil 50,866 16,706 7,830° 180 9,863 
1971 125,850 34,760 Nil 59,978 21,416 5,771" 178 11,166 


tat weights are net weights. 

Domestic stocks only as of June 30 of the year. 

Supply of Canned fruit =Stocks plus pack, 
®8These figures exclude stocks held by retail and warehouses. 
SCombined with Canned Apricots Imports and not separable. 
n.a. — not available. 
SOURCE: Statistics Canada 


exception of 1956 (Table 1). From 1965 to 1969, 
Canadian production was generally below 105 million 
pounds. In 1970, peach production totalled nearly 110 
million pounds and rose to 128 million pounds in 1971. 
Unfavourable climatic conditions in Southwestern 
Ontario greatly reduced the 1972 crop, which is now 
estimated to have been about 105 million pounds. 
Ontario has accounted for approximately 81 percent of 
the annual Canadian peach production since 1950 with 
British Columbia producing the remaining portion. 


Freestone peaches have been, and will likely continue to 
be, the major type of peach grown in Canada. Freestone 
peaches differ considerably from Clingstone peaches. 
Freestone peaches are soft, juicy, and particularly good 
for the fresh market, while Clingstone peaches are firm 
and retain their shape especially well in processing. With 
less than five percent of Canada’s peach production 
consisting of Clingstone varieties, Freestone peaches are 
utilized for both the fresh market and for processing. 


PEACH PRODUCTION IN ONTARIO 


In 1960, 24 percent of Ontario’s total orchard acreage 
consisted of peaches. Of this, over 99 percent was 
centered in two areas, the Niagara Fruit Belt and 
Southwestern Ontario. These two areas have adequate 
soil conditions, winters that do not usually inflict low 
temperature injury, and relatively frost-free seasons. 
Peaches account for 42 and 57 percent respectively, of 
orchard plantings in these two areas.! In terms of total 
production, Ontario averaged about 85 million pounds 
annually for the decade 1962-71, down about 25 million 
pounds from the previous 10 year average (Table 2). 
Measured in acres, production declined from a high of 
16,455 acres in 1956 to 10,169 acres in 1971 (Table 3). 


1 Krueger, R.R., “The Geography of the Orchard Industry In 
Canada” opposite pg. 29 
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TABLE 2. REGIONAL PEACH, PRODUCTION, VALUE AND PRICES 


British Columbia Peaches. 


Ontario Peaches 


Price Paid Price Paid 
to to 
Year Production Teva Producer” Production T.F.v.2 Producer” 
‘000 Ib ‘000$ $/ton ‘000 Ib ‘000$ $/ton 

1946 33,450 1,854 110.80 73,800 3502 94.80 
1947 37,900 1,842 97.20 46,150 2,286 99.20 
1948 36,500 1,655 90.80 51,500 2,716 105.60 
1949 38,650 1,663 86.00 61.900 2,702 87.20 
1950 4,150 260 125.20 56,950 2,494 87.60 
1951 22,200 1,135 102.40 67,400 2,869 85.20 
1952 27,200 768 56.40 118,650 4,384 74.00 
1953 27,150 978 72.00 117,500 4,565 77.60 
1954 13,550 554 81.60 107,700 4,654 86.40 
1955 25,650 890 69.20 118,500 5/285 88.40 
1956 15,000 658 87.60 68,350 3,726 108.80 
1957 26,750 929 69.60 113,300 5,289 93.20 
1958 22,750 875 76.80 129,400 4,886 75.60 
1959 25,100 989 78.80 107,150 4,455 83.20 
1960 29,450 1,143 77.60 88,650 4,994 112.80 
1961 26,550 1,109 83.60 127,200 5,565 87.60 
1962 31,150 1,214 78,00 81,650 4,570 112.00 
1963 21,600 1,089 100.80 97,050 5 844 120.40 
1964 35,850 1,385 77.20 107.250 6,743 125.60 
1965 NIL NIL NIL 80,300 5,531 137.60 
1966 18,050 1,255 139.20 86,200 6,179 143.20 
1967 22,100 1,490 134.80 60,150 55717 190.00 
1968 17,900 1,638 184.00 77,9002 7,325 188.00 
1969 NIL NIL NIL 83,0002 8,935 216.00 
1970 20,100 1,895 188.00 89,750? 7,968 178.00 
1971 25,800 2,226 182.00 101,300 8,940 176.00 
1972 26,700" 78,600" 


rey =Total Farm Value 
Weighted average of fresh and processing sales 
p — Preliminary 
®Marketed production only 
SOURCE: Crop and Seasonal Price Summaries, C.D.A. 


Although the productive life of a peach tree is about 18 
to 20 years, the varieties planted are constantly changing 
to meet grower and consumer demands for better 
quality, higher yields, and a longer harvest season. In the 
early 50’s, growers planted dual purpose varieties such as 
Golden Jubilee and Veteran. By the early 60’s, growers 
had shifted to other varieties, such as Earlired, Loring, 
Royalvee and Garnet Beauty, better suited to the fresh 
market. In the late sixties, a significant acreage of 
Clingstone peaches was planted. The predominant Cling- 
stone varieties were Babygold Five and Seven. 


The extent of new plantings indicate that production in 
Southwestern Ontario is expanding, while it is declining 
in the Niagara region. Peach trees require at least four 
years of growth before they are considered of bearing 
age. With approximately 35.8 percent of their trees 
non-bearing (under four years of age), Southwestern 
Ontario is currently ina stage of expansion. In compa- 
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rison, only 28.5 percent of the trees in the Niagara area 
are non-bearing. In view of this planting trend, South- 
western Ontario has perhaps the greatest production 
potential and will undoubtedly become more influential 
in the future. 
PEACH BRITISH 
COLUMBIA 


PRODUCTION IN 


A much smaller percentage (9 percent or 2,711 acres in 
1968)? of British Columbia’s total orchard acreage 
consists of peaches. Of this acreage, approximately 98 
percent is located in the Okanagan Valley, running from 
the Canada/U.S.A. border in the South to Salmon Arm 
in the North. The Summerland area is considered to be 
the major area and, although encountering complete 


2B.C. Tree Fruits Limited, Kelowna, B.C. Forecast September, 
1968. 


crop losses in 1965 and 1969, the most stable pro- 
duction area in the province. 


During the late 40’s production averaged over 35 million 
pounds annually, fluctuated considerably in the 50’s and 
early 60’s and since 1965 has averaged from “‘nil” to 25 


TABLE 3. PEACH ACREAGE AND PRODUCTION 
TRENDS IN ONTARIO, 1950-1971 


— io 


Total Yield 
Year Acreage tons/acre Returns/Acre 
1950 15,570 1.8 160 
1951 16,265 PA, 177 
1952 16,052 S7/ 273 
1953 15,852 Sel 288 
1954 15,896 3.4 294 
1955 16,165 h/ 324 
1956 16,455 2.1 226 
1957 14,540 3.9 364 
1958 14,520 4.5 336 
1959 13,855 3.9 329 
1960 13,865 3.2 360 
1961 13,810 4.6 402 
1962 12,033 3.4 380 
1963 11,104 4.4 493 
1964 11,079 4.9 609 
1965 11,069 3.6 500 
1966 11,069 3.9 558 
1967 10,133 3.0 565 
1968 10,148 3.9 722 
1969 10,182 4.2 878 
1970 10,169 4.4 784 
1971 10,169 Bez 879 


SOURCE: Ontario Ministry of Agriculture and Food, 
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million pounds (Table 2). New plantings now in the 
ground indicate that production could increase to earlier 
levels, in the 30 million pound range. Estimates indicate 
that the total bearing acreage will increase from 1,656 
acres in 1970 to 2,048 acres in 1975. As in Ontario, 
Freestone peaches dominate. Only 142 acres of Cling- 
stone peaches were reported in 1968.° Fresh market 
varieties include Redhaven, Dixie Red and Sunhaven 
while Golden Jubilee, Valiant and Veteran, along with 
the Clings, are used for canning. 


COST OF PRODUCTION 


Grower returns depend upon a number of factors 
including their individual costs and production levels. 


Prices received by growers are dependent upon overall 
production within the country and on U.S. production. 
Although data on average prices received by growers and 
total production values are available, current cost data 
are difficult to obtain. British Columbia has published 
average production costs for Freestone peaches for 
1971, and Ontario has developed, and is in the process 
of publishing, cost data. 


The Ontario study indicates that the total cost to 
produce, harvest and prepare the yield from one acre of 
Freestone peaches for the fresh market, based on an 
average of five tons per acre, is approximately $1,166.70 
(Table 4). In British Columbia, cost data, based on a 
yield of eight tons per acre, would indicate a per acre 


3 op. cit. 
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cost of $1,354.81 (Table 5). The cost data from Ontario 
are estimates arrived at in a joint meeting by nine 
peach growers from the Niagara Peninsula. This same 
methodology was used in this study to estimate pro- 


TABLE 4. COST OF PRODUCING PEACHES IN 
ONTARIO 1972.! 


Operation Cost per Acre Cost per Ton 
— dollars — 

CULTURAL COSTS: 

Replant Sele 

Prune 60.75 

Brush removal@ 11.05 

Cultivation 10.00 

Mulch 33.75 

Fertilizer 17.55 

Weed control 13.50 

Spraying 115.00 

Thinning? 60.75 

Deadwood removal? 23.95 

Mowing® 24.00 

Stump removal? 8.25 

Broken limb removal? 4.00 

Other maintenance 2.30 

Total $397.60 $79.52 

OVERHEAD COSTS: 

Building (interest & depreciation) 22.50 

Land (interest) 160.00 

Taxes 25.00 

Tile drains (depreciation) 22.50 

Total $230.00 $46.00 


CANADIAN FARM ECONOMICS Vol 8 No. 4 


duction and marketing costs in Ontario for processing 
peaches. A cost of $842.10 was developed. Container 
costs accounted for much of the difference between the 


TABLE 4. (continued) 


Fresh 
Market 


Process 
Market 


Process 
Market 


Fresh 


Operation Market 


$'s per acre $’speracre $’sperton $’s per ton 


Harvest Costs: (5 tons per acre) 


Picking 202.50 157.50 40.50 31.50 
Distribution and 
hauling 21.00 21.00 4.20 4.20 
Grading and 
Packing 57.60 36.00 11,52 7.20 
Containers 258.00 — 51.60 — 
Total 539.10 214,50 107.82 42.90 
TOTAL COST $1,166.70 $842.10 $233.34 $168.42 


Costs were obtained from a group of nine Niagara peach 
growers at a joint meeting. In general, the growers were above 
average in both management and location. The costs presented 
in this Table are average expected costs for above average 
growers, 


®These four cost may have been included in the prunning costs 
for British Columbia, 


Not all growers may thin nor may they thin every year. 


This cost 
publication, 


appears high and may be adjusted prior to 


Fincludes: 384 masters @ 28¢ each; 1,536 4-qt. baskets @ 9¢ 
each plus a small cost for pack material, 


SOURCE: Ontario Ministry of Agriculture and Food - Mr, 
Robert Wilcox, Extension, Vineland; Mr. Errol 
McKibbon, Farm Economics, Vineland. 
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TABLE 5. COST OF PRODUCING REDHAVEN PEA- 
CHES IN BRITISH COLUMBIA. (8 Ton Yield). 


Operation Cost Per Acre Cost Per Ton 
— dollars — 
CULTURAL COSTS: 
Pruning 120k25 5ELG 
Thinning 220.00 27.50 
Spraying Sie29 7.16 
Fertilizer 17.05 238 
Mowing 15.08 1.88 
Irrigating 47.24 5.90 
Weed Control 11.24 1.40 
Total Cultural Costs 478.65 59.83 
HARVEST COSTS: 
Bins — to farms 10.00 1-25 
Bins — in and out of orchards 16.75 2.09 
Bins — to packing house 18.00 2.25 
Picking 133.76 16.72 
Total Harvest Costs 178.51 22.31 
CASH OVERHEAD: 
Misc. office (5% of cash costs) 32.86 4.11 
Taxes — Water $30, Land $22 52.00 6.50 
Total Cash Overhead 84.86 10.61 
MANAGEMENT: (5% of Estimated 
Gross Income) 80.00 10.00 
INVESTMENT: 
Land 204.75 25.59 
Crop 151.20 18.90 
Buildings 26.28 3.28 
Equipment 180.56 22.57 
Total Investment 562.79 70.35 
TOTAL COST PER ACRE 1,354.81 169.35 


SOURCE: British Columbia Department of Agriculture, Feb. 
23,1972, 


cost for the fresh market and cost for the processing 
market. 


VALUE OF PRODUCTION 


The average return per ton (price) received by Canadian 
peach growers fluctuated between $71 and $105 per ton 
in the early 1960’s (Table 1 and Figure 1). Since 1962, 
the price has moved upward steadily, reaching a high of 
$216 per ton in 1969. The most significant price 
increases occurred in the fresh market. 


In Ontario, growers selling to the processing market 
have, since 1962, received prices ranging from $104.00 
to $144.00 per ton (Table 6). This compares with a price 
range of California Clingstone peaches for the same 
period of $57.20 to $82.20 per ton (Table 7). Ontario 
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TABLE 6. GROWER PRICE RECEIVED FOR 
PROCESSING PEACHES IN ONTARIO. 1956-1970. 


Dollars Per Ton 


Year Price Year Price Year Price 
1956 104.10 1962 104.00 1968 136.80 
1957 102.30 1963 104.00 1969 135.60 
1958 76.70 1964 110.00 1970 134.50 
1959 93.00 1965 126.00 1971 140.50 
1960 106.10 1966 124.00 

1961 95.10 1967 144.00 

SOURCE: Ontario Ministry of Agriculture and Food — 


‘Agricultural Statistics for Ontario’. 


growers selling peaches on the fresh market have 
received prices estimated to range from $216 to $277 
per ton during the period 1966-70.* Prices to growers in 
British Columbia have generally averaged lower than to 
growers in Ontario with differences noted of over $30 
per ton (Table 2). On a percentage basis, processing 
prices have increased approximately 33 percent while 
fresh prices have risen by over 100 percent since the 
early 1960’s. 


UTILIZATION 


Most of Canada’s peaches are marketed in either the 
fresh, canned or “‘further processed” form such as pies, 
baby food, preserves and various peach desserts. 


Sales of peaches on the fresh market are not well 
documented and data are difficult to obtain. Sales 
through roadside markets and pick-your-own operations 
are frequently not recorded or are not segregated by the 
commodity sold. The British Columbia Department of 
Agriculture has determined that over half of the total 
peach crop in the province is sold through roadside or 
retail farm markets. Rail-car unload data indicate that 
Toronto, Montreal, Winnipeg and Vancouver are the 
major markets for fresh peaches. These major markets 
generally receive fresh peaches from only one Canadian 
producing area and from foreign sources. Total con- 
sumption of fresh market peaches has increased despite 
significant increases in prices, from an average of 89 
million pounds in the 1951-55 period to 99 million 
pounds in the 1966-70 period (Table 8). During the 
same period, total consumption of canned peaches 
increased from 56 to 76 million pounds. Prices on the 


4The fresh price per ton was calculated by removing the value of 


the peaches sold for processing from the total Ontario peach 
value and dividing by the number of tons sold to the fresh 
market. Consequently, the prices given are averages repre- 
senting several outlets including sales through a number of 
marketing organizations, The values for the years in the 
1966-70 period are as follows: 1966 — $216.40; 1967 — 
$273.16; 1968 — $291.84; 1969 — $297.71; and 1970 — 
$237.97. 
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TABLE 7. CALIFORNIA PEACH PRICES 1954-67. 


Year Freestone Clingstone 
Grower Grower 
Return Price! Return Price? 
$/ton $/ton $/ton $/ton 
1954 62.60 — 54.70 _ 
1955 75,30 _ 80.50 — 
70.20 _ 70.90 _ 
61.50 — 64.10 a 
59.10 — 65.00 _ 
50.70 _ 58.80 = 
50.90 — 55.90 
51,80 — 67,50 — 
1962 52.60 — 64.00 — 
55.70 62.00 57.20 71.70 
61.70 68.00 61.50 75.90 
51.70 59.50 68.00 83.70 
74,50 81,60 67.80 84,00 
1967 92.40 99.80 82,20 97.60 
1968 92.70 102.40 75.20 92.40 
1969 76.60 84.80 73.40 92.80 
1970 79.40 88.60 80.60 98.60 
1971 86.20 93.40 78.629 95.408 


a Price: This newer concept, first introduced in 1963, computes 
price and value for ‘processing’ utilization on basis of 
equivalent returns at the processing plant door, This change 
results in a higher price and value series for processing, or dual 
processing — fresh market crops. 


9includes $4.39 which was withheld to compensate growers for 
about 58,000 tons of unsold and unharvested fruit. 


SOURCE: California Fruits And Nut Statistics — California 
Crop And Livestock Reporting Service, 


processed market, as mentioned earlier, increased by a 
much smaller percentage than did fresh market prices. 


Even though the major peach producing areas have both 
fresh and processing market outlets, they differ in their 
dependence upon each market. In Ontario, which has a 
sizeable urban population, roadside markets and pick- 
your-own operations are open throughout the entire 
peach season in addition to the conventional retail 
outlets. In British Columbia, roadside markets are also 
important, but with its smaller urban population, they 
are very dependent upon tourist trade and are open 
therefore, only until Labour Day. After this date, sales 
are made mostly to processors. Despite the short fresh 
market season, B.C. producers sold less than 13 percent 
of their 1971 production to processors. 


IMPORTS 


Canned imports have increased significantly while fresh 
imports have increased marginally. Prior to 1960, less 
than 23 million pounds of canned peaches were 
imported into Canada (Table 1). Canned imports 
steadily increased, reaching a high of 74.1 million 
pounds in 1969 (approximately 80 percent of Canadian 
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consumption). Fresh imports from 1956 to 1965, 
averaged approximately 33 million pounds. During the 
period 1966-70, they averaged 36 million pounds. 


Most of the canned imports are Clingstone peaches from 
the United States. Very few canned Freestone peaches 
are imported. Consequently, the imported canned Cling- 
stone peaches compete directly with Canada’s canned 
Freestones. In 1960, the U.S. accounted for 99 percent 
of Canada’s total peach imports. The U.S. share of the 
market has declined, however, and in 1971 was 75 
percent. Australia became a significant factor in the 
Canadian market in the mid-1960’s with imports 
increasing from one percent in 1960 to 26 percent of 
total canned peaches imports in 1969. Imports from 
Australia then declined to 15 percent in 1971. South 
Africa had 10 percent of the market in 1971. Australia’s 
increased exports to Canada in the mid-1960’s was 
largely the result of an aggressive promotion program by 
Australia and a very low priced product resulting from 
unusually high yields in that country. A number of 
adjustments have now been made in Australia to 
improve the profitability of their industry. This has 
resulted in higher export prices and therefore, the loss of 
a large portion of the market gained in the mid 1960’s. 


Similar to canned imports, fresh peach imports are 
mainly from the USS. 


WORLD PEACH PRODUCTION 


Although Australia and South Africa are considered to 
be major peach producers and exporters, several other 
countries produce greater quantities of peaches. For 
example, Japan, Spain, Italy, France and Greece each 
produce more peaches than Australia or South Africa. 
However, these countries have large populations which 
utilize most of their domestic production. Greece and 
Spain each market small quantities of peaches in Europe. 


With the exception of the United States, every major 
peach producing country has very significantly increased 
production. France and Italy, members of the Common 
Market, have experienced significant increases. France 
increased total production from 244 million pounds in 
the mid-1960’s to 1,355 million pounds in 1968 and 
Italy increased production from 615 to 1,955 million 
pounds. Most of the increase in production was in the 
late 1950’s and early 1960’s. 


As a result of increasing world wide production, 
Australia and South Africa will be forced to look for 
markets where competition is less severe. One such 
market will be Canada. Although a small market at 
present, an increasing population, a stable or declining 
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TABLE 8. CANADIAN PEACH CONSUMPTION AND PRODUCTION 


Apparent Fresh Apparent Canned Total Total Disappearance 
Year Disappearance Disappearance Disappearance Production Minus Production 
000's of Ibs 
1946 79,950 38,080 118,030 107,250 10,780 
1947 77,450 43,024 120,474 84,050 36,424 
1948 46,650 41,136 87,786 88,000 pean eA 
1949 42,800 48,823 91,623 100,550 ts} P27) 
1950 35,450 49 644 85,094 61,100 23,994 
1951 49,650 ) 50,538 ) 100,188 89,600 10,588 
1952 117,750: ) 52,012 ) 169,762 145,850 23,912 
1953 113,150 ) 88,690 60,362 ) 56,981 173,512 144,650 28,862 
1954 84,650 ) 57,701 ) 142,351 121,250 21,101 
1955 78,250 ) 64,292 ) 142 542 144,150 — 1,608 
1956 84,100 ) 63,484 ) 147,584 83,350 64,234 
1957 88,150 ) 66,662 ) 154,812 140,050 14,762 
1958 116,700 ) 99,580 75,416 ) 69,514 192,116 152,150 39,966 
1959 106,500 ) 69,439 ) 175,939 132,250 43,689 
1960 102,450 ) 72,571 ) 175,021 118,100 56,921 
1961 115,900 ) 78,320 ) 194,220 153,750 40,470 
1962 86,750 ) 73,586 ) 160,336 116,800 43,536 
1963 98,900 ) 97,270 72,451 ) 77,157 UTA Choy 118,650 52,701 
1964 99,700 ) 85,627 ) 185 327 143,100 42,227 
1965 85,100 ) 75,802 ) 160,902 80,300 80,602 
1966 97,692 ) 83,208 ) 180,900 104,250 76,650 
1967 81,703 ) 79,590 ) 161,293 82,300 78,993 
1968 101,282 ) 99,272 79,920 ) 76,463 181,202 95,800 85,402 
1969 103,064 ) 72,184 ) 175,248 83,000 92,248 
1970 112,618 ) 67,414 ) 180,032 110,400 69,632 


At actual weight. 


SOURCE: Statistics Canada 


production level and relatively high prices, compared to 
other countries, will make Canada an attractive market 
outlet. 


THE PROCESSING MARKET 


Although there is a variety of processed products, the 
predominant type is a canned, syrup pack. The 
remaining portion of the crop sold for processing is used 
for baby food, preserves and various related dessert uses. 


In terms of structure, the industry consists of a large 
number of producers, a relatively small number of 
processors, a producer marketing organization in both 
major producing provinces and a significant number of 
wholesale and retail establishments. Processing prices are 
generally determined through negotiations between the 
canners and the Tender Fruit Marketing Board in 
Ontario and the B.C. Tree Fruit Agency in British 
Columbia on behalf of the growers. 


A sharp decline in the number of firms canning fruit 
suggests that the processing segment of the industry is 
undergoing a period of significant adjustment. The 
sharpest decline in the number of plants is in Ontario 
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where the number of peach canning plants declined from 
19 in 1965 to the present four firms. Most of the 
canning firms or plants ceased operations entirely, while 
a few plants were purchased by other firms remaining in 
the industry. An exodus of this magnitude suggests that 
returns on investment are greater in other areas and that 
the tender fruit canning sector is in a state of decline. At 
present, the remaining firms appear to be in a stage of 
decision as to whether to continue or cease operations. 


Much of the energy of the canning industry has been 
directed towards remaining competitive with imports. 
This has included cutting costs where possible, accepting 
lower returns, limiting promotion and little or no new 
product development. As a consequence of low profit- 
ability, the industry is suffering from a lack of new 
capital investment. If the overall economic climate of 
the tender fruit canning sector does not improve, it is 
possible that more firms will leave the industry. Some 
industry participants believe a complete abandonment of 
the canning segment of the industry could occur. 


INDUSTRY PROBLEMS 


Several factors adversely affect the maintenance of a 
viable peach canning sector in Canada. A lack of 
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continuity of supply of the raw product to processors is 
evidenced by a variation in production and sales to 
processing. The cost of producing peaches in Canada is 
higher than in California or Australia. Strong demand 
and high prices on the fresh market force the canning 
sector to raise prices or be content to handle a lower 
volume. The low volume, high production costs and high 
raw product are further complicated by high domestic 
processing costs brought about, in part, by unused 
capacity. These factors might be classified as major 
problems confronting the canning sector. There are other 
problems. 


These other problems include pressures of urban ex- 
pansion in production localities, adverse climatic and 
geographic conditions which confine production 
location as well as the size of operations and the small 
size of existing grower operations. A preference (as a 
result of price and appearance) by processors, buyers 
and some consumers for canned Clingstone peaches (not 
extensively produced in Canada), rather than for Free- 
stone peaches also casts doubt upon the continuation of 
the canning sector in its present form. 


SUMMARY 


Because of increasing demand for fresh fruit and 
resulting higher prices, peaches have been diverted by 
the producer to the fresh market. The volume marketed 
through conventional fresh market channels has been 
increased. For those producers who were conveniently 
located, a new opportunity opened with the increased 
popularity of “‘pick-your-own” and farm or roadside 
markets. As an outlet for fresh peaches, farm retailing 
has become a very important factor. 


The declining processing segment of the peach industry 
has evolved into a more or less residual position. 
Although prices for fruit in the processing sector have 
increased, they have not kept pace with returns realized 
from fresh market sales. As a result, the volume of fruit 
now processed is derived from: (1) producers who gear 
their operation primarily to the fresh market, but sell 
their excess to processors, particularly in years of high 
production; (2) the production of growers unable, at 
present, to gain a portion of the fresh market because of 
location, lack of buyer contacts, etc.; (3) those growers 
who believe the processing segment is important to them 
and who deliver a portion of their crops to the 
processors regardless of the fresh market situation; and 
(4) the production of those varieties not well suited to 
the fresh market. 


Currently, the domestic industry is supplying only a 


small percentage of the total Canadian requirements of 
all canned tender fruit. With total consumption 


16 


remaining high, although fluctuating, imports have made 
up the large deficit. Currently, imports account for over 
70 percent of the canned tender fruit consumed in 
Canada. Since 1969, imports from the U.S.A. have 
accounted for between 70 and 90 percent of the total 
imports. 


In Ontario, only four firms process an appreciable 
quantity of peaches in syrup. In general, however, the 
canning of peaches and other tender fruit is only a 
portion of their activity. In British Columbia, several 
firms still process peaches and other tender fruit, 
although a considerable quantity of their raw product is 
imported. 


The per capita consumption of fresh and canned tender 
fruit is expected to increase marginally. With little 
likelihood of a significant expansion of tender fruit 
production in British Columbia or Ontario, an increasing 
deficit in total available supplies of domestically pro- 
duced tender fruit is evident. An ever increasing per- 
centage of the total domestic production will be directed 
to the fresh market. This will result in an even greater 
deficit in the volume of domestically produced tender 
fruit available for canning in Canada. 


The peach industry and in turn the tender fruit industry, 
in Canada is undergoing somewhat the same pattern of 
change as occurred in the Northeastern and Midwestern 
regions of the U.S. nearly 20 years ago. The canning 
segment of the industry in the U.S. provided a stabilizing 
influence on prices on the fresh market, as it has in 
Canada. However, as fresh market demand increased, 
fresh market prices increased and producers directed an 
increasing portion of their crop, especially peaches, to 
this market. The processing segment could not survive 
on uncertain supplies or surplus removal. Thus the 
canning of peaches, as we know it, has disappeared in 
the Northeastern and Midwestern States. The demise of 
peach canning in these regions was also influenced by 
the comparative advantage of the cling peach industry in 
Californias The tender fruit industry in the North- 
eastern and Midwestern regions still exists and thrives, 
but it is oriented to the fresh market with some 
processing of tender fruit into types of finished products 
other than canned fruit in syrup. 


It is evident that the canning segment of the peach 
industry cannot survive on the highly variable and 
diminishing quantities of fruit diverted from the fresh 
market in response to fluctuations in fresh market 


SYield differentials are perhaps the most significant variable, 
Cling peach yields in California average over 15 tons per acre 
while in Canada and Eastern and Midwestern U.S., yields 
average only five to eight tons per acre. 
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prices. Many plants or firms have already discontinued 
processing peaches. With the continuation of conditions 
as they are presently found in the industry, the peach 
canning sector will decline further. 


If the peach canning sector is to maintain its present 
level or increase in size, prices to growers for raw fruit 
will have to increase as growers are not prepared to 
accept returns below those obtainable on the fresh 
market. Although increased demand for both fresh and 
canned peaches has resulted in higher prices, prices on 
the fresh market have increased more than those in the 
canning sector. The smaller increase in the canned 
market price was caused by competition from imports. 


Greater control of imports to allow for an increase in the 
canned product price would not necessarily solve the 
problem. Higher prices for canning peaches would 
attract some of the available volume from the fresh 
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market, and fresh market prices will increase further. 
This response in fresh market prices to higher canning 
peach prices might be avoided if production increases. 
However, new orchards require approximately five years 
before they start producing. Consequently, no easing of 
prices would be expected for at least five years. In 
addition, to increase returns to domestic production 
(only 20 percent of Canada’s requirements), prices would 
be increased for all sales. The exact amount of the price 
increase is not known but it would be substantial in 
order for the canning sector to compete with fresh 
market prices. 


A number of other alternatives could be discussed. The 
above analysis of import controls illustrates the 
complexity of the problem. The solution to the problem 
depends upon the costs involved in making the sector 
viable, who must bear the costs and whether sufficient 
production is forthcoming. 
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RAPESEED PRODUCTION COSTS IN 
WESTERN CANADA 


L. M. Johnson* 


INTRODUCTION 


In 1971 rapeseed was the third largest crop grown on the 
prairies, ranking after wheat and barley in terms of both 
seeded acres and income to the producers. Rapeseed is a 
valuable addition to the crops produced in Western 
Canada. The first few acres were grown commercially as 
a war time measure in 1942. By 1948, under the 
stimulus of a guaranteed price of six cents per pound, 
rapeseed acreage increased to 80,000 acres. Then the 
price guarantee was discontinued and _ production 
declined sharply until 1950 when only some 400 acres 
were planted. Following this decline in production, 
private enterprise began to develop markets for rapeseed, 
thus stimulating production. In more recent years, the 
increasing problems of marketing cereal grains has 
encouraged more and more farmers to select rapeseed as 
an alternative crop. 


The trend in rapeseed acreage, production and farm 
value is shown in Table 1. In each five-year period from 
1953 to 1972, the acreage more than doubled. In 
addition, the average yields per acre increased, raising 
production as well as total farm value. 


*Mr. L.M. Johnson is a research economist, working primarily in 

production economics, with the Economics Branch in the 
Regina regional office. He has been with the Branch for 17 
years. 
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The wide range in costs on individual farms can be 
attributed to the variations in the number of machine 
operations performed to prepare summerfallow or to 
produce rapeseed, as well as to the sizes and types of 
machines. The variations in the number of machine 
operations are often determined by weeds, soil, weather 
and topography. 

The total production costs for all farms including crop 
service costs, machine costs and land taxes was $15.67 
for rapeseed on fallow. The breakeven point to meet 
these production costs is 14 bushels per acre when a 
charge of $14.50 per acre is included for land invest- 
ment, labor and management. 


Related information on production costs and practices 
at the farm level were obtained from a survey of 125 
rapeseed growers in Western Canada in 1971-72. 
Implement dealers provided machinery prices from 
which investment and depreciation charges were cal- 
culated. The operations studied were located in five 
rapeseed producing areas extending from northwestern 
Manitoba, across north central Saskatchewan and into 
northeastern Alberta (Figure 1). Growers were selected 
at random from a list of producers obtained from several 
grain shipping points within these areas. All sizes of 
farms were included, with the only restriction being that 
each grower had to have at least 50 acres of rapeseed. 


Rapeseed grown in Western Canada is sold under quota 
regulations set by the Canadian Wheat Board. In the 
past, however, as the crop year advanced, the quotas 
opened up and generally had little or no effect on the 
amount the producer could deliver. Growers felt that 
price uncertainty, high dockage and distance to pro- 
cessing plants were the main problems associated with 
the marketing of rapeseed. In recent months, the 
uncertainty of prices has been demonstrated when the 
average weekly cash quotation on the Winnipeg 
Commodity Exchange ranged from a low of $2.40 per 
bushel to a high of $3.92 per bushel for Canada 1 
rapeseed. The producers visited said that in 1971 
two-thirds of the rapeseed crop was delivered to an 
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elevator company and about 30 percent to a processing 
plant. About 15 percent of the acreage was grown under 
contract by 15 percent of the farmers in this study. 


MACHINE TIME AND COSTS 


The times over for tillage practices, time taken, and the 
machinery costs to prepare summerfallow and grow 
rapeseed on fallow are shown in Table 2. Tillage, seeding 


and harvest operations are those used in producing the 
1971 rapeseed crop. All costs, however, reflect 1972 
prices and include fuel, oil, grease, repairs, depreciation 
and interest on investment. There is no charge for labor 
or management. 


The number of operations performed or times over to. 
prepare summerfallow was lowest in Area 3 where the 


TABLE 1. RAPESEED ACREAGE, YIELD PER ACRE, PRODUCTION, FARM PRICE AND VALUE, 1943 TO 


1972. 
Yield Average Total 
Per Farm Farm 
Crop Year Acreage Acre Production Price Value 
thousand thousand thousand 
acres bushels bushels dollars dollars 
Average 1943-47 22 11.4 206 _ _ 
Average 1948-52 25 14.5 404 1.962 384 
Average 1953-57 236 14.7 3,457 1.71 5,783 
Average 1958-62 537 15.1 7,900 1.75 13,476 
Average 1963-67 1,170 16.4 18,938 2.41 48,595 
1968-69 1,052 18.4 19,400 1.83 35,484 
1969-70 2,012 16.6 33,400 2.29 76,494 
1970-71 4,050 17.8 72,200 2.29 165,235 
1971-72 5,475 18.0 98,500 2.11 207,835 
1972-73 3,270 ZAR 57,300 2.62° 150,126 
Average 1968-72 3,172 17.7 56,160 223 127,035 
9 Average farm price from 1949-50 to 1951-52. 
Paverage farm price for period August, 1972 to March, 1973. 
SOURCES: Handbook of Agricultural Statistics, Part | — Field Crops, Catalogue No. 21-507, and Quarterly Bulletin of Agricultural 


Statistics, Catalogue No. 21-003, Statistics Canada, Ottawa. 
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TABLE 2. TIMES OVER, HOURS PER ACRE AND MACHINERY COSTS TO PREPARE SUMMERFALLOW AND 
PRODUCE RAPESEED ON SUMMERFALLOW BY AREA, PRAIRIE PROVINCES, 1972. 


Summerfallow 


Rape on Fallow 


Area and Times Total Acre Times Total Acre 
Item Over Hours Cost Over Hours Cost 
— number — —$- — number — = Ques 
Area 1 
Previous fall 1.00 12 45}2) = _ - 
Following summer 6.48 63 SEsc) _ — _ 
Before seeding _ _ - 2.86 P23 1.19 
Seeding — - = 1.00 .15 95 
After seeding - = = 1.38 .06 see 
Harvest — —- — 3.00 28 2.65 
TOTAL 7.48 75 3.97 8.24 72 5.02 
Area 2 ( 
Previous fall 1.33 14 74 — — = 
Following summer 7.74 70 3.92 = _ — 
Before seeding _ — — 2.52 21 1.15 
Seeding -- - 1.00 15 1.02 
After seeding - - = 2.09 07 1.90 
Harvesting - — = 3.00 28 2.89 
TOTAL 9.07 84 4.64 8.61 71 6.96 
Area3 
Previous fall .04 .01 .03 _ _ — 
Following summer 5.41 47 PASTAS) _ _ -- 
Before seeding — — — 2.08 .15 86 
Seeding — = = 1.00 .12 95 
After seeding — = — .60 .02 B25 
Harvest — _ _ 3.00 2, 2.93 
TOTAL 5.45 48 2.78 6.68 56 4.99 
Area 4 
Previous fall .60 .07 els) — _ — 
Following summer 5.92 64 B23 _ _ 
Before seeding _ — ~ 1.84 517 85 
Seeding - =~ _ 1.00 is 95 
After seeding — — — oY .01 48 
Harvest — — = 3.00 28 3.03 
TOTAL 6.52 71 3.58 6.36 59 5.31 
Area5d5 
Previous fall .88 .10 57 — — = 
Following summer 6.04 64 3.61 o _ = 
Before seeding - _ — 2.32 23 1.18 
Seeding _ _ 1.00 15 1.10 
After seeding — — _ 1.48 04 1.74 
Harvest — — _ 2.92 28 2.99 
TOTAL 6.92 74 4.18 Uo 70 7.01 


land was tilled 5.45 times compared with 9.07 times in 
Area 2. Thus, costs of preparing summerfallow were 
$2.78 per acre in Area 3 and $4.64 per acre in Area 2; a 
difference of $1.86 per acre. This difference could result 
from Area 3’s location in the prairie region where fewer 
operations are generally required because of the drier 
climate and less weed growth compared with Area 2 
which is in the more moist parkland region. 
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Usually additional operations resulted in higher costs, 
but there were exceptions. For instance, in Area 1, 8.24 
operations were performed in producing rapeseed on 
fallow at $5.02 per acre; whereas in Area 5, 7.72 
operations cost $7.01 per acre. The higher costs in Area 
5 were from aerial spraying for the Bertha Armyworm 
which considerably increased after-seeding costs. Also, 
harvest operations were more costly due to higher 
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investment and depreciation charges on more expensive 
harvesting equipment. 


VARIATIONS IN COSTS 


Table 3 shows average machinery costs, the standard 
deviation and the range of costs in each area and a 
summary for all areas. For all farms in the sample, the 
average cost of preparing summerfallow was $3.85 per 
acre. Costs ranged from a low of $1.76 per acre in Area 
3 to a high of $8.68 per acre in Area 5. The standard 
deviation of $1.16 means that approximately two-thirds 
of the growers had costs ranging from $1.16 above and 
below the average cost of $3.85, i.e., from $2.69 to 
$5.01 peracre, 


The main reason for the wide range in costs for 
preparing summerfallow or producing a crop is the 
difference in the number of field operations performed. 
Furthermore, the type of operation and the size of 
implement will influence the costs. Various local: condi- 
tions such as type of soil, temperature, rainfall, topo- 
graphy and weeds often determine the type and number 
of field operations required for any particular sequence 
of field operations; hence costs are affected. Also, 
differences may be reflected in the managerial ability of 


TABLE 3. AVERAGE MACHINERY COSTS, STAND- 
ARD DEVIATION AND RANGE IN COSTS FOR 
SUMMERFALLOW OPERATIONS AND PRODUC- 
TION OF RAPESEED ON FALLOW IN FIVE AREAS, 
PRAIRIE PROVINCES, 1972. 


Region and Average Range in Cost Standard 
Item Cost Low High Deviation 
— dollars per acre — 
Area 1 
Summerfallow 3.97 2.93 5.34 59 
Rape on fallow 5.02 Shue 7,00 1.05 
Area 2 
Summerfallow 4.64 2.89 5.94 82 
Rape on fallow 6.96 4.34 8.69 1.20 
Area3 
Summerfallow 2.78 1.76 4.49 .67 
Rape on fallow 4.99 3.91 6.87 85 
Area 4 
Summerfallow 3.58 2.40 6.28 1.19 
Rape on fallow 5,31 S:2i/ 7.30 1.00 
Aread 
Summerfallow 4.18 2.29 8.68 1.44 
Rape on fallow 7.01 4.32 8.70 Unie 
All Areas 
Summerfallow 3.85 1.76 8.68 1.16 
Rape on fallow 5.85 3.15 8,70 1.39 
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the individual operators and the amount of resources at 
their disposal. 


In Area 3 one farmer’s costs for summerfallow prepara- 
tion was $1.76 per acre for only four operations, while 
in Area 5 the summerfallow costs were $8.68 per acre 
for another farmer who went over his land 17 times. The 
machinery costs of producing rapeseed on fallow ranged 
from a low of $3.15 per acre for a farmer in Area 1 toa 
high of $8.70 per acre for a farmer in Area 5. However, 
the farmer in Area 1 performed only five field opera- 
tions compared with eight for the farmer in Area 5. 
There are factors other than the number of operations 
that influence costs, some of which the farmer cannot 
control. 


Although the ranges in costs are relatively high both 
within and among regions, the standard deviation of 
costs is relatively low. Two-thirds or more of the farmers 
in all areas had costs which, at the most, varied only 
about $3.00 per acre for preparing summerfallow or for 
producing a crop. 


Although some operators had higher machinery costs 
than their neighbors, their net returns were not necessa- 
tily lower. The additional inputs could have been more 
than offset by increased yields and greater net returns. 
Thus, every farmer must assess his own particular 
circumstances and account for all factors when planning 
his operations. 


CROP SERVICES 


The incidence of use, acres covered, and average costs of 
crop services to produce rapeseed on summerfallow are 
shown by the area in Table 4. The use of crop services 
varied considerably. For instance, in Area 2 fertilizer was 
applied to 96 percent of the rapeseed acreage by 96 
percent of the farmers, while in Area 3 only one-third of 
the farmers applied fertilizer on 43 percent of the 
acreage. In Areas 2 and 5 about 80 percent of the 
farmers used insect spray on nearly 90 percent of the 
acreage; whereas in Area | insect sprays were not used. 
The infestation of the Bertha Armyworm, in some 
places, accounted for the large variation in the use of 
insect sprays. Seed cleaning was a relatively unimportant 
item because most of the seed was purchased and 
already cleaned. 


Fertilizers, weed sprays and insect sprays were the most 
expensive items of crop services. Together they represent 
a large percentage of the production costs. For rapeseed 
on fallow, the average costs per acre of crop services on 
“farms with’? in Areas 1, 2, 3, 4 and 5 were $11.40, 
$10.73, $8.77, $10.02 and $10.46 respectively. A 
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TABLE 4. FARMS USING, ACRES COVERED AND 
AVERAGE COSTS FOR CROP SERVICES TO PRO- 
DUCE RAPESEED ON SUMMERFALLOW BY AREA, 
1972. 


Cost Per Acre 


Farms Acres Farms All 
Item Using Covered With Farms 
— percent — — dollars— 
Area 1 
Seed 100 100 1.31 1.31 
Seed treatment 64 64 0.86 0.55 
Weed spray 32 24 4.61 1,09 
Fertilizer 77 87 2.49 2.16 
Hail insurance 45 52 1.09 0.57 
Crop insurance 36 29 1.04 0.31 
Area2 
Seed 100 100 0.97 0.97 
Seed treatment 70 67 0.58 0.39 
Weed spray 61 71 4.35 3.10 
Insect spray 78 89 2.13 1.90 
Fertilizer 96 96 2.29 2.19 
Hail insurance 43 36 0.39 0.14 
Seed cleaning 4 4 0.02 0.00 
Area 3 
Seed 100 100 0.90 0.90 
Seed treatment 54 61 0.60 0.37 
Weed spray 4 6 3.69 0.22 
Insect spray 8 8 0.71 0.06 
Fertilizer 33 43 2.04 0.87 
Hail insurance 58 64 0.82 0.52 
Seed cleaning 4 5 0.01 0.00 
Area4 
Seed 100 100 0.78 0.78 
Seed treatment 28 247) 0.61 0.17 
Weed spray 12 15 3.95 0.57 
Insect spray 20 21 7446} 0.45 
Fertilizer 60 72 2.12 1,53 
Hail insurance 64 68 0.42 0.29 
~ Seed cleaning 12 13 0.01 0.00 
Area5 
Seed 100 100 0.91 0.91 
Seed treatment 20 25 0.66 0.17 
Weed spray 36 29 2.66 0.76 
Insect spray 80 89 2.13 1.89 
Fertilizer 80 78 2.50 1.96 
Hail insurance 60 61 0.51 0.31 
Crop insurance 16 19 1.08 0.21 
Seed cleaning 24 24 0.01 0.00 


greater variation in the costs might have been expected 
as there were considerable differences in the use of crop 
services. However, a low or high cost of a particular crop 
service in one area was often offset by a low or high cost 
of another service in a different area. For instance, in 
Area 1 nothing was spent for insect sprays, and crop and 
hail insurance was $2.13 per acre while in Area 2, insect 
sprays cost $2.13 per acre but hail and crop insurance 
was only 39 cents per acre. 
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If average costs per acre for “‘all farms” are accounted 
for, there is a much greater variation in the areas. For 
Areas 1, 2, 3, 4 and 5, the respective costs per acre of 
crop services were $5.99, $8.69, $2.94, $3.79 and $6.21. 
These differing costs were chiefly determined by the 
kind of crop service provided and their extent of use on 
farms in each area. 


RAPESEED PRODUCTION COSTS 


The average production costs excluded land, labor and 
management for the five areas (Table 5). For all areas, 
crop services represented about 35 percent of the costs, 
machinery about 55 percent, and land taxes about 10 
percent. There was, however, a considerable variation in 
the distribution of these costs among the areas. 


A three-year rotation, (summerfallow succeeded by two 
crops), was general in the study areas. Thus, costs of 
summerfallow must be deducted from the returns of the 
two following crops. It was assumed that two-thirds of 
the benefits from summerfallow go to the first crop and 
that one-third goes to the second crop; therefore 
two-thirds of the summerfallow costs were allocated to 
the fallow rapeseed and one-third to the fallowing crop. 
Similarly, two-thirds of the taxes on fallowed land were 
charged to the fallow rape crop and one-third to the 
succeeding stubble crop. In this section no charges have 
been made for transporting seed grain from an elevator 
or seed plant to a farmyard or, subsequently, from a bin 
to a field. Storage costs were not included nor was there 
any charge for hauling harvested grain to the elevator or 
processing plant. Nevertheless, such operations are a part 
of the production process as they cost the farmer time 
and money. 


Cost of producing rapeseed varied from farm to farm 
and area to area, reflecting the combined influence of a 
number of factors. Area 2 is the high-cost area where 
production costs averaged $21.11 per acre compared 
with $11.33 per acre in Area 3, the low cost area (Table 
5). This wide difference in costs was associated with 
incidence of use for such crop services as weed and 
insect sprays and fertilizers. Also, machinery costs varied 
considerably from area to area. 


The estimated farm price for rapeseed in the crop year 
1971-72 was $2.11 per bushel. Thus, the yield required 
to meet the defined production costs (Table 5) is 
estimated at 7.4 bushels per acre. Only two of the 125 
farmers visited in 1971 had yields less than 7.4 bushels 
per acre and therefore could not meet average costs of 
production. 


The production costs in Table 5 do not include a charge 
for land investment or for labor and management. Each 
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TABLE 5. AVERAGE PRODUCTION COSTS FOR RAPESEED ON SUMMERFALLOW BY AREA, PRAIRIE 


PROVINCES, 1972 


Area 
Item 1 2 3 4 5 All Areas 
— dollars per acre — 
Crop Services Costs 
Seed 1.31 97 90 78 91 92 
Seed treatment 255 we) 1/ NT Atl7/ .28 
Weed spray 1.09 3.10 Poe Ay 76 1.10 
Insect spray _ 1.90 .06 .45 1.89 .96 
Fertilizer 2.16 2.19 87 ness 1.96 1.74 
Hail insurance 5/7 .14 OZ 29 8, .33 
Crop insurance .31 -- - - PA .08 
Sub-total 5.99 8.69 2.94 3.79 6.21 5.41 
Machinery Costs 
Summerfallow! 2.65 3.09 1.85 2.39 2.79 2.55 
Before spring seeding 1.19 15S .86 85 1.18 1.06 
Seeding 95 1.02 95 95 1.10 1.00 
After spring seeding PX! 1.90 B25 .48 1.74 91 
Harvest 2.65 2.89 2.93 3.03 2.99 2.86 
Sub-total 7.67 10.05 6.84 7.70 9.80 8.38 
Land Taxes” 2,05 2.37 1.55 1.57 1.85 1.88 
Total costs? 15.71 PAS NL 11.33 13.06 17.86 15.67 


1 two-thirds of the summerfallow costs were charged to the fallow rapeseed crop and one-third to the succeeding crop. 


20ne and two-thirds years of land taxes were charged to the fallow rapeseed crop and one and one-third years to the succeeding crop. 


3 Does not include land investment or a charge for labor and management, 


farmer can assess the cost of his land investment and 
place a value on his labor and management. If, for 
instance, land is valued at $100 per acre with an interest 
rate of 7 percent and labor charged at $7.50 per acre, 
this added cost would be $14.50 per acre. These charges, 
together with the average costs for all areas (Table 5), 
total about $30.00 per acre. Therefore, the breakeven 
point in bushels produced and sold is increased to about 
14 bushels per acre when rapeseed is valued at $2.11 per 
bushel. Nine of the 120 growers who produced rapeseed 
on summerfallow had yields below 14 bushels per acre 
and consequently did not meet all production costs as 
defined to include charges for investment in land, labor 
and management. 


TABLE 6. AVERAGE YIELDS, RANGE AND STAND- 
ARD DEVIATION OF YIELDS FOR RAPESEED ON 
SUMMERFALLOW BY AREA, PRAIRIE PROVINCES, 
1971. 


Area 


Item 1 2 3 4 5 


— bushels per acre — 


Rapeseed on Fallow 


Average 27 23 24 24 18 

Range 2-40 8-40 8-34 15-36 11-22 

Standard deviation 9 8 6 5 3 
24 


BREAKEVEN POINT 


The average yields on summerfallow were the highest in 
Area 1, at 27 bushels per acre, and the lowest in Area 5, 
at 18 bushels per acre. Individual farm yields on fallow 
ranged from a low of two bushels per acre to a high of 
40 bushels per acre. Provincial average yields in 1971 
were somewhat below those obtained on the sample 
farms. Table 6 shows the average yields, the range and 
standard deviation of yields by area for rapeseed on 
fallow in 1971. 


LAND USE AND CROPPING PRACTICES 


Several crops were grown on most farms in all of the 
study areas. Rapeseed accounted for 13, 24, 14,31 and 
27 percent of the improved land in Areas 1, 2, 3, 4 and 5 
respectively. Further expansion of the rapeseed acreage 
in Areas 2, 4 and 5 is probably limited because this crop 
now occupies a relatively high proportion of the 
improved land. To break the insect and disease cycle it is 
recommended that rape should not be seeded on land 
that has grown this crop in the previous two years. Many 
farmers said that there should be at least two to three 
years between rapeseed crops on the same parcel of land. 
Wheat was also an important crop in all areas. 
Summerfallow occupied over 35 percent of the 
improved land in all areas (Table 7). 
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TABLE 7. LAND 
VINCES, 1971 


USE BY AREA, PRAIRIE PRO- 


Area 


Crop 1 2 3 4 Le) 


— average acres per farm — 


Wheat on fallow 141 111 235 115 97 
Wheat on stubble 14 38 W 19 22 
Durum on fallow 14 7 32 ~ — 
Durum on stubble 2 _ — — — 
Barley on fallow 103 62 109 73 43 
Barley on stubble 58 64 14 5 51 
Oats on fallow 2 3 3 10 7 
Oats on stubble 53 4 _ 4 30 
Flax on fallow 14 = 17 3 4 
Flax on stubble 2 -- _ — - 
Rapeseed on fallow 107. 194 144 322 228 
Rapeseed on stubble 21 14 3 — 23 
Rye on fallow 8 - 28 = 8 
Rye on stubble _ — 6 — 2 
Other crops 82 48 33 55 81 
Summerfallow SOSMECSZ 459 447 320 

Total cultivated acres 973 870 1,090 1,053 916 
Uncultivated land 289 80 125 223 225 

Total farm acres 1,262 950 1,215 1,276 1,141 


The practice of seeding rapeseed on summerfallow was 
usually followed by 90 percent of the farmers; seven 
percent said that they seeded both fallow and stubble 
land, and only three percent said that they generally 
grew rapeseed on stubble. Most farmers preferred to seed 
either wheat or coarse grains after the rapeseed crop as 
they felt that these crops helped to restore fibre to the 
soils, to reduce weed problems and reduce hazards from 
insects and disease. The most troublesome weeds were 
wild oats, wild millet and buckwheat. 


On the survey farms about three-quarters of the rapeseed 
acreage was fertilized, two-thirds had either hail or crop 
insurance, about 45 percent of the acreage was sprayed 
for insect pests and 30 percent for weeds. More than 70 
percent of the farmers planted certified seed. The 
seeding rate averaged about six to seven pounds per acre. 
Generally, these growers considered rapeseed a perma- 
nent part of their cropping system. 


A significant change in the varieties of rapeseed grown 
occurred during the last two years when farmers shifted 
quickly into the production of new varieties of rapeseed 
which have a low content of erucic acid. Both the 
Canada Department of Agriculture and the Rapeseed 
Association of Canada have promoted the change. It was 
estimated that more than 80 percent of the rapeseed 
planted in 1972 was of the low erucic acid varieties. 
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SUMMARY 


1 Rapeseed acreage increased from about 3,000 acres in 
crop year 1942-43 to 5.5 million acres in 1971-72. 
Production in 1971 was estimated at 98 million 
bushels and valued at more than $200 million. 


2 For all farms studied the average machine costs of 
preparing summerfallow was $3.85 per acre. Costs 
ranged from a low of $1.76 per acre to a high of 
$8.68 per acre with a standard deviation of $1.16 per 
acre. 


3 The average machine cost of producing rapeseed on 
summerfallow was $5.85 per acre. Costs ranged from 
a low of $3.15 per acre to a high of $8.70 per acre 
with a standard deviation of $1.39 per acre. 


4 The wide range in costs on individual farms can be 
attributed to the variations in the number of machine 
operations performed to prepare summerfallow or to 
produce rapeseed as well as to the sizes and types of 
machines. The types and numbers of operations are 
often determined by various local conditions such as 
soil type, temperature, rainfall, topography and 
weeds. 


5 About 75 percent of the rapeseed acreage was 
fertilized, 66 percent was covered by either hail or 
crop insurance, about 45 percent was sprayed for 
insects, and 30 percent was sprayed for weeds. 


6 The average costs of crop services for rapeseed on 
fallow ranged from a low of $2.94 per acre in Area 3 
to a high of $8.69 per acre in Area 2. Crop services 
include seed, seed treatment, fertilizer, weed sprays 
and insect sprays as well as hail and crop insurance. 


7 Total production costs for all farms including crop 
service costs, machine costs and land taxes was 
$15.67 for rapeseed on fallow. Breakeven point to 
meet these production costs excluding land invest- 
ment, labor and management is estimated at 7.4 
bushels per acre. 


8 It is estimated that the breakeven point is 14 bushels 
per acre when a charge of $14.50 per acre is included 
for land investment as well as labor and management. 


9 The common practice was to plant rapeseed on 
summerfallow. Usually the rapeseed crop was 
followed by wheat or coarse grains but in some 
instances the land was summerfallowed. 
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FARM-FOOD MARKETING COSTS 


P. Moore* 


INTRODUCTION 


The farm level value of agricultural products sold off 
Canadian farms for domestic food consumption was 
$2.9 billion in 1971. When these food products were 
purchased by Canadian consumers, another five billion 
dollars had been added, bringing their total value at 
retail close to eight billion dollars. Thus, the marketing 
sector had absorbed an estimated 64 percent of 
consumers’ spending on home grown farm foods in 
1971. Moreover, marketing margins have tended to 
increase both in absolute terms and as a percentage of 
retail food prices. 


Consumer expenditures for Canadian farm foods consist 
of two parts: (1) the share that the producers get, which 
represents primarily the returns for the production of 
raw food materials and (2) the share going to food 
manufacturers and distributive firms and agencies for all 
functions necessary to get food products to consumers 
in the form, time and place desired. For convenience, 
the second group are referred to in this article as the 
marketing sector and returns to it are termed the 
“marketing bill’. “Farm value” denotes receipts by 
farmers. 


*Pat Moore is an economist with the Marketing and Trade 
Division of the Economics Branch, Agriculture Canada, 
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The “farmer’s share of the consumer’s food dollar’ 
decreased from 42 percent in 1961 to 36 percent in 
1971. However, the marketing bill proportionate to 
consumer expenditures for farm foods increased from 58 
percent in 19671 to 64 percent in 19717, 


The volume of food marketed between 19671 and 1971 
increased by almost 40 percent, while the cost of 
marketing an equivalent quantity rose by 47 percent. 


CONSUMER EXPENDITURES ON DOMESTIC 
FARM FOODS 


In recent years, Canadian consumers have been pur- 
chasing increasing amounts of foods originating on 
Canadian farms. Expenditures on these foods in 1971 
were close to $8 billion, as compared to $4.3 billion in 
1961, representing an overall increase in a decade of 87 
percent (Figure 1 and Table 1). Part of this increase was 
reflected in higher returns to producers but most of the 
increased consumer outlay went to the marketing sector. 
Farmers received $2.9 billion for products sold for 
domestic food consumption in 1971, 62 percent more 
than in 1961, The difference between what farmers 
receive and what consumers pay for farm foods is the 
total cost of transporting, processing, wholesaling and 
retailing the food products, i.e. the marketing bill’. 
Thus, the marketing bill amounted to almost $5.1 billion 
(in 1971), having increased by an estimated 105 percent 
over its 1961 level*. 


1 For a more detailed analysis together with data for earlier years 
see: 


(a) Royal Commission on Price Spreads of Food Products, 
September 1959, Vol. 2, Pages 118-138, 


(b) Cann & Rayner, ‘Marketing Cost of Food in Canada”, 
Canadian Farm Economics. Vol, 1 No. 4, Oct. 1966. 


(c) Cann, ‘“‘Marketing Bill’, Canada Agriculture, Summer 1969, 
2Estimates differ from data published in 1 (b) and 1 (c) due 


largely to revisions in estimates of consumer expenditures on 
food away from home. 
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CANADIAN FARM FOODS CONSUMED DOMESTICALLY 


LION DOLLARS BILLION DOLLARS 


CONSUMER EXPENDITURES 
(Retail Value) 


5 | 1963 1965 1967 1969 I97I I973 
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TABLE 1. CANADA: CONSUMER FOOD EXPENDITURES, MARKETING BILL AND FARM VALUE AS A PRO- 


PORTION OF DISPOSABLE INCOME, 1961-71 


Personal Canadian Farm Foods Consumer 
Year Disposable Consumer Marketing Farm Expenditures 

Income Expenditures! Bill? Value? For All Foods* 

Million dollars 
1961 26,904 4,265 2,478 1,787 5,810 
1962 29,340 4,620 2,691 1,929 6,076 
1963 31,168 4,640 2,647 1,993 6,374 
1964 33,049 5,023 2,967 2,056 6,745 
1965 36,263 5,365 3,069 2,296 7,156 
1966 39,901 5,743 3,230 2513 7,646 
1967 43,123 6,118 3,53/ 2,581 8,157 
1968 46,820 6,378 3,748 2,630 8,515 
1969 50,906 6,697 3,904 2,793 9,135 
1970 53,986 7,260 4,445 2,815 9,706 
1971 59,401 7,986 5,089° 2,897° 10,365 
Percent of Personal Disposable Income 

1961 - ony Oe 6.6 AAS 
1962 ~ S,7/ 9.2 6.5 20.7 
1963 _ 14.9 8.5 6.4 20.5 
1964 = A5e2 9.0 6.2 20.4 
1965 — 14.8 8.5 6.3 19.7 
1966 _ 14.4 8.1 6.3 19,2 
1967 — 14.2 8.2 6.0 18.9 
1968 — 13.6 8.0 5.6 18.2 
1969 _ (SZ 77 315 17.9 
1970 _ 13.4 8.2 5H 18.0 
1971 = 13.4 8.6° 4.9° 17.4 
Excludes expenditures for imported foods, fish and food consumed directly on farms where produced. 
cia ay difference between consumer expenditures and farm value. 
eVatties of inedible by-products, non-food products and exports are not included. 
= Includes food for use at home and away from home. 


Preliminary. 


Source: Based on data available from Statistics Canada, 


Expenditures on Canadian produced farm foods as 
presented in this article differ in a number of respects 
from the Statistics Canada estimates of consumer 
expenditures on all foods*. Deducted from the official 
estimates is the value of imported food sold in Canada 
and retail sales of fish and fish products. The imputed 
value of foods produced for home consumption on 
farms is also deducted, since it does not enter the 
marketing system. 


In terms of values, slightly more than one-fifth of all 
food consumed by Canadians is imported. Retail spend- 
ing on fish and the value of food products consumed 
directly in farm households average about 3.5 percent of 
annual food expenditures. Therefore, this analysis of 
costs of marketing domestically produced farm foods 


3 Personal Expenditures on Food and Non-Alcoholic Beverages 
(consumed at home) And Expenditures on Food Away From 
Home. 
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deals only with approximately 75 percent of all 
consumer food expenditures. 


Likewise, the estimates of farm value presented here do 
not include all products sold off Canadian farms as 
reported by Statistics Canada.* Excluded are the sales of 
all non-food farm products, inedible food by-products 
and those sales destined for export. Between 1961 and 
1971 the proportion of receipts? from final sales off 
farms attributable to food products sold for domestic 
consumption ranged between 60 and 70 percent. 


The more rapid growth in marketing costs than in the 
farm-gate value of food products is also evident from the 
changing shares of consumer food expenditures going to 
producers and to the marketing sector. Expressing farm 


4eCash Receipts from Farming Operations in Canada’”’, 


> Excluding direct government payments, 
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value as a proportion of consumer expenditures for farm 
foods results is a statistic commonly known as the 
“farmer’s share of the consumer’s food dollar’. In 1961, 
the farmer’s “share”? was 42 percent. By 1971, this 
“share” had declined to 36 percent. On the other hand, 
the marketing bill, proportionate to consumer 
expenditures for farm foods, increased from 58 percent 
in 1961 to 64 percent in 1971. 


VARIATION IN MARKETING COSTS OVER 
TIME 


Since the marketing bill is a measure of the cost of all 
services and non-farm materials in expenditures for food 
of domestic farm origin, changes in its level can result 
from changes in both prices and amounts of marketing 
services and non-farm materials. The costs of labour, 
transportation, advertising and capital as well as the rates 
of business taxes and corporate profits are factors 
affecting the prices of marketing services. Changes in 
amounts of marketing services arise from shifts in food 
expenditure patterns between food products with a large 
and a modest non-farm content. 


A major reason for the increase in aggregate marketing 
costs during the past decade has been the greater volume 
of food passing through the marketing system to meet 
the demands of Canada’s increasing population. Also, 
Canadians have been buying foods with more processing 
and services. Convenience and designed foods are in 
greater demand. More of the home preparation is built 
into the retail product and the cost of this built-in 
element has risen more than the cost of the food 
ingredient. Many snack foods have been specially de- 
signed, there is a greater demand for gourmet foods, and 
eating out is costing more. 


Several factors account for this trend toward more 
processing and marketing services. Changes in social 
conditions, urbanization, technology and competitive 
pressures all play a part. A critical factor is that 
consumers appear to be demanding and to be able to pay 
for such activities. Food spending as a proportion of 
income has been declining for the average Canadian 
family and this has given them more discretionery 
buying power with which to pay for added marketing 
services. 

In 1971, the proportion of personable disposable income 
spent on domestically produced farm foods was 14.6 
percent compared with an average 15.9 percent in 1961 
(Figure 2). This relative decline in consumer expendi- 
tures on farm foods was also reflected in smaller shares 
of income on both marketing services and raw food 
materials. Expenditures on food marketing services were 
8.6 percent of disposable income in 1971, only slightly 
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less than the proportion in 1961. The value of 
expenditures on farm food products proportionate to 
income declined from 6.6 to 4.9 percent in a decade. 


Many of the changes in social conditions contributing to 
more services results from or are associated with income 
increases. If more married women are working, then the 
types and kinds of foods and services associated with 
food purchases will be different. The number and kinds 
of food preparation and storage facilities in the home 
will also affect the types of food purchased. 


Urbanization of Canada requires some additional activi- 
ties in food marketing. As more people are massed in 
large cities, more food must be shipped greater distances, 
requiring more processing. There is a growing emphasis 
on safeguards to health and sanitation, which often add 
to costs. 


Technological change has played a leading role in 
expanding food processing, and in addition to the many 
new foods, traditional foods are undergoing more 
processing. Invention and innovation in packaging, freez- 
ing, curing, canning, cooking and dehydrating allow 
factory processes to bring many foods to a stage on the 
grocer’s shelf which affords substantial time saving in the 
home and kitchen preparation after purchase. 


Competitive pressures and merchandising strategy also 
foster additional processing to differentiate a food 
product since it appears easier for consumers to diffe- 
rentiate a highly processed product than a slightly 
processed one. Competitive pressures and a food 
retailing strategy responsive to the buying behaviour of 
shoppers have also shifted the emphasis in the food 
industry to activities that sell and increase the salability 
of food products. 


Packaging has become an instrument of merchandising by 
being decorative and more informative as well as useful 
and protective. The concept of “‘selling the whole store” 
has emerged. Carryout and cheque cashing facilities, air 
conditioning, music and parking lots are part of every 
modern supermarket. Their costs enter into store over- 
heads and thus into every grocery bill. 


Changes in wage rates are a measure of one of the factors 
affecting the prices of marketing services. Average 
weekly wages and salaries for employees in the food and 
beverage manufacturing industries increased 75 percent 
between 1961 and 1971°. Weekly earnings by em- 
ployees in retail food stores increased somewhat more. 


® Review of Employment and Average Weekly Wages & Salaries. 


Cat. 72-201, Statistics Canada. 
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CONSUMER EXPENDITURES FOR CANADIAN FARM FOODS 
RELATIVE TO INCOME 


PERCENT OF DISPOSABLE 


INCOME 
5 
RETAIL VALUE 
10 
ae. Brae Syn MARKETING SERVICES 
SN a ee ke ee Dk lt oe eed | ee eS 
FARM VALUE 
@) 
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FIGURE 2 
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There are also factors with a partially offsetting effect 
on increases in marketing costs. Technological advances 
and improved management techniques have increased 
technical efficiency. Deliveries have been speeded by use 
of pallets in shipping and data-phone systems which 
enable buyers to transmit orders directly to computers 
located in manufacturers’ plants and warehouses. Bulk 
assembly has reduced labour in the dairy processing 
industry. Continuous dough machines and bulk handling 
of ingredients have been major advances in the baking 
industry. The creation and recent emergence of meat 
analogs, such as those used in “superburgers”, could 
greatly influence the meat industry in the future. 


A significant development in the structure of the food 
processing sector has been the increasing concentration 
of management and control. One in every four esta- 
blishments manufacturing food and beverages closed 
between 1961 and 1970’. Meanwhile, their total sales 
increased by over 70 percent. Food retailing has also 
seen an overall decline in the number and an increase in 
the size of outlets, and to some extent, the attrition has 
been in the independently owned family type grocery 
stores, Corporate chains and retailers in voluntary groups 
have increased in number and expanded in sales volume. 


A common indicator of efficiency is labour productivity. 
Between 1961 and 1970 output per worker in food and 
beverage manufacturing increased by 25 percent. 


It is difficult to measure all the changes in the factors 
affecting the prices and amounts of marketing services. 
No analysis is available to indicate the relative 
importance of these factors in contributing to or 
offsetting higher marketing costs. In general, however, 
the doubling of the marketing bill from 1961 to 1971 
resulted from two things: (1) the greater physical 
volume of food entering the marketing system and (2) 
the increased cost of marketing including more and 
higher priced services. 


It is estimated that the volume of food marketed in this 
period increased by almost 40 percent while the cost of 
marketing an equivalent quantity or basket of food rose 
by 47 percent. The increase in the amount of services 
associated with this rise in the cost of marketing a basket 
of food was approximately 5 percent, but the advance in 
costs per unit of the services was about 40 percent. 


ESTIMATING THE MARKETING BILL 


The data requirements for calculation of the marketing 
bill are extensive, and a considerable element of assump- 


7General Review of the Manufacturing Industries of Canada. 
Cat. 31-203, Statistics Canada. 
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tion is involved, although much of the necessary data are 
already computed as part of the National Accounts and 
for other economic series compiled by Statistics Canada. 
The marketing bill statistics are not calculated directly, 
but are arrived at by taking the differences between the 
aggregate values at the farm level of marketed food 
products from aggregate retail expenditures on those 
products. Farm value is estimated by multiplying equi- 
valent quantities of raw food products (purchased for 
domestic use) by their farm prices and deducting the 
imputed values of inedible by-products. The farm prices 
used are the same as those used by Statistics Canada in 
calculating ‘“‘Cash Receipts from Farming Operations in 
Canada’’. 


In obtaining the aggregate value of consumer expendi- 
ture on domestic farm foods, the estimated retail value 
of imported farm foods, retail spending on fish and the 
value of farm foods consumed directly in farm house- 
holds are deducted from the official estimates of 
consumer expenditures for all foods. The value of food 
imports is reported by Statistics Canada on the basis of 
f.o.b. values at the point of shipment. To obtain an 
estimate of its value at retail, it is necessary to raise the 
port value by the overall cost of shipping and marketing 
the food within Canada. Marketing margins for selected 
imports are calculated by taking the differences between 
their f.o.b. unit values and the average retail prices for 
similar products in the food component of the 
Consumer Price Index. These margins are then used to 
estimate the mark-ups for commodity groupings which 
are used to arrive at the overall mark-up. The surveys of 
family food expenditures carried out by Statistics 
Canada in 1962 and in 1969 were used as the basis for 
estimating retail spending on fish and fish products. 


CONCEPTUAL PROBLEMS 


In developing a procedure to measure the costs attri- 
butable to the farm-food marketing sector an accounting 
system must be developed which separates the sector 
from associated sectors of the economy. Definitions of 
both “food” and ‘‘marketing” are necessary. These are 
best chosen with a concern for the realities of the 
structure and operations of the sector including the 
types of available data. Food can be defined as including 
or excluding animal feeds, whether for farm or domestic 
animals. Since the main interest in food marketing lies in 
human food and since one of the principal statistics, 
consumer expenditures for food, is restricted in this 
way, a corresponding definition seems logical and 
convenient. However, this leads to difficulties in ana- 
lyzing other data. It becomes necessary to estimate the 
retail value of imported foods and determine the amount 
of all farm output used for human food in Canada. 


a1 


Food marketing activities are carried out by a wide 
variety of firms, agencies and individuals, within agricul- 
ture, within the food manufacturing and distributive 
sectors and even outside these sectors. Examples of 
outside marketing functions include firms providing 
non-food raw materials or services of various sorts, and 
customers providing services for themselves. Storing and 
preparing food for sale on the farm are marketing 
functions within agriculture. Although it would be 
almost impossible to measure the marketing activities of 
farmers and consumers, it is appropriate to note that 
changes in the magnitude of these activities will have an 
effect on the cost of marketing by normal agencies. A 
related but diminishing problem is the proportion of 
food entering the marketing system and not being 
consumed directly on farms. 
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CONCLUSION 


The aggregate measurement of the cost of marketing 
farm foods as described in this article should be 
considered as a first step in a more rigorous appraisal of 
the food marketing sector. The size of the marketing bill 
alone cannot answer questions about efficiency or 
profitability or any other criterion of performance. Nor 
does the related series, the ‘“‘farmer’s share of the 
consumer’s food dollar”, indicate the economic position 
of the producer. The important economic issue to the 
farmer, as to the food processor, or the retailer, lies in 
the total returns he can get for his products (services) 
less operating costs and depreciation charges. However, 
the marketing bill can be useful in supplying a broad 
base or bench-mark for use in comparing and appraising 
developments and trends between the primary and 
marketing sectors of the food system. 
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POLICY AND PROGRAM DEVELOPMENTS 


AGRICULTURAL PRODUCTS BOARD ACT 


(Dehydrated Potato Purchase and Sale Author- 
ization) 


Pursuant to the Agricultural Products Board Act, the 
Agricultural Products Board is authorized: 


(a) to purchase by tender and to store, transport, 
process or package, and enter into contracts for the 
storing, transporting, processing or packaging of 
quantities of dehydrated potatoes of a total cost not 
to exceed $300,000. 


(b) to sell the above agricultural product to the 
Canadian International Development Agency. 


AGRICULTURAL PRODUCTS MARKETING 
ACT 


(Ontario Greenhouse Vegetable Order) 


The Ontario Greenhouse Vegetable Producers’ Marketing 
Board and the Farm Products Marketing Board of 
Ontario are each authorized to regulate the marketing of 
greenhouse vegetables in interprovincial and export trade 
and for such purposes may, with respect to persons and 
property situated within the Province of Ontario, 
exercise all or any powers like the powers exercisable by 
each of them, respectively, in relation to the marketing 
of greenhouse vegetables locally within that Province 
under The Farm Products Marketing Act and the plan 
for the marketing of greenhouse vegetables. (June 19, 
1973) 


AGRICULTURAL STABILIZATION ACT 


(Manufacturing Milk and Cream Stabilization 
Order) 


The prescribed price for manufacturing milk is 181.7 
percent of the base price. The Agricultural Stabilization 
Board may, for the benefit of manufacturing milk and 
cream producers and for the purpose of stabilizing the 
price of manufacturing milk at the prescribed price, 
make payments to the Canadian Dairy Commission with 
respect to the period April 2, 1973 to March 31, 1974, 
in an amount of $124,500,000. (June 5, 1973) 


MUSHROOMS MARKET INQUIRY 


Representations have been received to the effect that 
preserved mushrooms are being imported into Canada at 
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such prices, in such quantities and under such conditions 
as to cause or threaten serious injury to Canadian 
producers of like or directly competitive goods. The 
Anti-dumping Tribunal will undertake an inquiry, and 
report within 180 days, in respect of the importation 
into Canada of preserved mushrooms, (June 1, 1973) 


FEED FREIGHT ASSISTANCE RATE 
CHANGES 


An over-all increase in feed freight assistance rates across 
eastern Canada and British Columbia of 40 cents per ton 
was announced by Agriculture Minister Eugene F. 
Whelan on June 1, 1973. This increase will partly offset 
increased transportation costs that took place during 
1972; 


SASKATCHEWAN AND MANITOBA 
JOIN SMALL FARM DEVELOPMENT PRO- 
GRAM 


Saskatchewan and Manitoba farmers who want to 
transfer land can arrange to buy and sell farms privately 
under the federally sponsored Small Farm Development 
Program. 


The Small Farm Development Program consists of a land 
transfer program; assistance to land buyers and sellers; 
and information, rural counselling and farm management 
consultation for farmers who want such services. 


Special credit is available to eligible purchasers. In 
addition to the normal loan provisions of the Federal 
Farm Credit Act which is administered by the Farm 
Credit Corporation under the S.F.D.P., a developing 
farmer is offered the advantage of buying additional land 
without a large down payment and without needing to 
mortgage the rest of his farm. Thus, he is free to use 
any cash or credit on previous holdings, to provide 
working capital to develop a larger and more profitable 
farm. 

FARM CREDIT REPORTS INCREASED 
LENDING 


The Farm Credit Corporation annual report shows 5,296 
loans totalling $186,300,000 were made last year 
compared with 4,035 loans totalling $114,700,000 in 
1971, an increase of 38 percent. Farm mortgage lending 
increased by 62.3 per cent compared with the previous 
year. 


oe 


The Corporation attributes the increased lending in 1972 
largely to a 43 percent increase in net farm income 
during the same period. A 1972 amendment to the Farm 
Credit Act raising the loan ceiling to $100,000 for one 
or more farmers in a single farming business also had its 
effect on the volume of lending. 


NEW COOPERATIVE SECTION’ ESTA- 
BLISHED 


A new Cooperative and Producer Marketing Section has 
been established by Agriculture Canada in support of 
agriculture cooperatives. The new section in Agriculture 
Canada’s Economics Branch is designed to help coopera- 
tive directors and officers solve problems they encounter 
at the federal, national, or international level. Section 
menbers will work with cooperative representatives in 
developing proposals for new federal programs of direct 
assistance to cooperatives. This section will also provide 
similiar services to producer marketing boards. 


FIFTEEN — POINT PROGRAM PROPOSED 
AT W.E.O.C. 


Federal Agriculture Minister Eugene Whelan placed a 
15-point action program before the Western Economic 
Opportunities Conference. Included was a new Crop 
Development Fund of $1,000,000 to launch the fund 
and develop new crops, adapt new varieties to practical 
farm growing conditions and develop new protein 
sources. 


The federal government will also pay up to 90 percent of 
the capital cost to launch a pilot plant at Saskatoon to 
develop new products and processing techniques for 
vegetable oils, proteins, and other crop derivatives. 

Other points in the action program were: 


— Additional federal meat research; 


— Federal funds to help develop more teaching facilities 
for veterinarians; 
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— Federal action to improve the future for the Canadian 
fruit and vegetable industry, specifically, improve- 
ments in tariffs and marketing; 


— An increase in cash advance payments; 

— Announcement of a new national feed grains policy; 
— A Prairie Grain Market Receipts Stabilization Plan; 

— Expanded research for market development; 


— Federal funds to finance additional university 
research on farm machinery, and federal funds for 
provinces who want to set up farm machinery 
evaluation and information programs; 


— Programs to introduce stabilization measures for 
crops other than grains; 


— Development of a new food market development 
coordinating council, with joint federal and provincial 
membership; 


— Development of a national livestock strategy, which 
will dove-tail with the new national feed grains 
policy; 

— Additional initiatives to provide credit to young 
farmers to help them get established; 


— An invitation to the provincial ministers of agricul- 
ture to participate in developing Canada’s agricultural 
position for the forthcoming GATT negotiations. 


INCREASE IN DAIRY SUPPORT 


An increase of $1.00 per hundred pounds in the federal 
support program for industrial milk became effective 
August 1, 1973. The increase provides a temporary 
subsidy of 56 cents per hundred pounds to producers on 
all deliveries of industrial milk and cream up to the level 
of individual farmers’ market share quotas, a three- 
cents-a-pound increase in the support price of skim milk 
powder, and a reduction of 20 cents per hundred pounds 
in the export levy or holdback. This action will not 
increase the cost of milk products to the consumer. 
Skim milk powder is currently selling above the support 
price. 
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PUBLICATIONS 


ECONOMICS BRANCH PUBLICATIONS 


Available from the Economic Communications Unit, 
Agriculture Canada, Ottawa, K1A 0C5 


August 1 Outlook ’73, Hogs and Beef Cattle. Ottawa. 
1973. 8p. Tables. 


Summer Outlook, June 1973. Ottawa, 1973. S6p. 
Tables, charts. 


These two booklets are produced by the Market Outlook 
Section, Marketing and Trade Division, Economics 
Branch. These publications give the expected trends of 
agricultural commodities. 


The Tisdale Region of Saskatchewan. H.R. Fast and D.A. 
Neil. Prairie Regional Studies in Economic Geography 
No.11. February 1973. Tables, charts, maps. 173p. Publ. 
73/4. 


Publications. A List of Material Published from 1968 - 
1972. Compiled by A. Trempe. Economics Branch. May, 
1973e19ps Publ. 73/9. 


Working Paper on: Production Practices, Costs, and 
Return in Quebec Grain Corn Production. A federal 
employment stimulation project. Ottawa. June, 1973. 
Tables, maps. 36p. Publ. 73/10. 


Canada’s Trade in Agricultural Products: 1971 and 
1972. Prepared by D.L. Bolton, Marketing and Trade 
Division, Economics Branch. 47p. Tables. Publ. 73/11. 


AGRICULTURE CANADA PUBLICATIONS 


Available from the information Division, Agriculture 
Canada, Ottawa, K1A OCS, 


Protein Sources for Livestock. Ottawa, 1973. Tables, 
illustrations. 24p. Publ. 1515. 


Wheat Board Report: The Cost of Marketing Prairie 
Grain. Published by The Canadian Wheat Board, 
Department of Information, Winnipeg. Tables, charts. 
4p. 


The Canadian Wheat Board Annual Report 1971 - 72. 
Tables, charts. 105p. 
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Farm Credit Corporation Annual Report 1972 - 73. 
Ottawa. June, 1973. Bilingual. Tables, charts, map, 
illustration. 36p. 


STATISTICS CANADA PUBLICATIONS 


Available from the Publications Distribution Unit, Sta- 
tistics Canada, Ottawa, K1A 0T7. 


Census of Canada, 1971. Bulletins. 


— 4.14 Agriculture: Nova Scotia. Ottawa, 1973. Tables, 
map. Cat. No. CS96-704. $2.00 per copy. 


— 4.1-5,. Agriculture: New Brunswick. Ottawa, 1973. 
Tables, map. Cat. No. CS96-705. $1.00 per copy. 


— 4,2-2, Agriculture: Ontario. Ottawa, 1973. Tables.. 
Cat. No. CS96-707. $3.50 per copy. 


— 4.3-3. Agriculture: Alberta. Ottawa, 1973. Tables. 
Cat. No. CS96-710. $2.00 per copy. 


Bread and Other Bakery Products. Ottawa, 1973. 
Bilingual. Quarterly. Cat. No. CS32-015. 25¢ per copy, 
$1.00 per year. 


Production of Poultry and Eggs, 1972. Ottawa, 1973. 
24p. Tables, chart. Bilingual. Cat. No. CS23-202/1972. 
50¢ per copy. 


Farm Net Income, 1972. Ottawa, 1973. 13p. Tables. 
Bilingual. Cat. No. CS21-202/1972. 25¢ per copy. 


Farm Cash Receipts, 1972. Ottawa, 1973. 12 p. Table 
Bilingual. Cat. No. CS21-201/1972. 50¢ per copy. 


Sugar Situation. Vol. 52, No. 4, April 1973. Bilingual. 
Cat. No. CS32-013. $1.00 per year, 10¢ per copy. 


Wheat Review. Vol. 43, No. 10, May, 1973. Cat. No. 
CS22-005. $3.00 per year, 30¢ per copy. 


Stocks of Food Commodities in Cold Storage and Other 
Warehouses, 1972. Ottawa, 1973. 1lp. Tables. Cat. No. 
CS32-217/1972. 50¢ per copy. 


Pack, Shipments and Stocks of Selected Canned Fruits 


and Vegetables. Vol. 40, No.4, April, 1973. Bilingual. 
Cat. No. CS32-011. $2.00 per year, 20¢ per copy. 
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Tobacco and Tobacco Products Statistics. Vol. 40, No. 
1, March, 1973. Bilingual. Cat. No. CS32-014. $2.00 per 
year, 50¢ per copy. 


Biscuits and Confectionery. Vol. 11, No. 1, quarter 
ended March 31, 1973. Bilingual. Cat. No. CS32-016. 
$1.00 per year, 25¢ per copy. 


OTHER PUBLICATIONS 


1972 Rural Real Estate Values in Alberta. R.J. Miller, 
W.S. Pattison. Available from Resource Economics 
Branch, Marketing Division, Alberta Dept. of Agricul- 
ture, Edmonton. May, 1973. Tables, maps. 34p. 


Review of Agriculture, Prince Edward Island, 1971. 
R.M. MacDonald. Available from Economics, Planning 
and Marketing Branch, P.E.I. Dept. of Agriculture and 
Forestry. Tables, charts, maps. 24p. 


Report of Canadian (Palliser) Grain Producers’ Mission 
to Japan and South-East Asia. April, 1973, 38p. 
Available from Palliser Wheat Growers, Regina, 
Saskatchewan. 


A Western View of Canadian Agricultural Policy. J.C. 
Gilson. March, 1973. Available from the School of 
Agricultural Economics and Extension Education, 
Ontario Agricultural College, University. of Guelph. 
Tables. 23 p. 


Législation sur le Commercialisation. October, 1972. 
Profil Agro-Alimentaire, No.1. Available from Ministére 
de l’Agriculture du Québec. Tables. 27p. 


Consommation et Degré d’Auto-Approvisionnement. 
December, 1972. Profil Agro-Alimentaire, No. 2. Avail- 
able from Ministére de l’Agriculture du Québec. Tables, 
charts. 60p. 


PLEASE NOTE 


Volume 8, Number 2, April 1973 


Page 10, column 2, line 17 — “In the case of broiler 
chicken meat, Lee obtained a price flexibility of -0.267.* 


*B. M. Lee, Economic Analysis of Factors Influencing 
Demand and Price in the Canadian Poultry Meat Industry. 
Unpublished master’s thesis, Department of Agricultural 
Economics, University of Manitoba, February 1973. 
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Volume 8, Number 2, April 1973 


Page 9 — An Approach to the Market Regulation of 
Broiler Chicken Meat, by N. L. Longmuir.* 


*This article was developed from Nelson Longmuir’s 
thesis completed at the University of Manitoba under the 
general direction of Dr. R.M. A. Loyns and based on 
research funded by the Canadian Turkey Federation, the 
Canadian Broiler Council and the Manitoba Marketing 
Board. 
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(1) The Small Farm Development Program 

(2) The Tender Fruit Industry in Canada 

(3) Rapeseed Production Costs in Western Canada 
(4) Farm-Food Marketing Costs 


My comments are or article number 
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THE CHANGING ECONOMIC PROFILE OF CANADA'S BEEF 


AND VEAL TRADE 


The recent deterioration of Canada’s trade balance in 
beef and veal has resulted from market increases in 
imports for manufacturing purposes and for the hotel 
and restaurant trade. 


The increase in Canada’s imports of beef and veal 
can be attributed to the rising domestic demand for 
beef, and the slower recent growth of beef output. 


INTRODUCTION 


This article attempts to answer several relevant questions 
about international trade in beef and veal. The pattern 
of Canada’s beef and veal trade since the early 1950’s, 
the trend in the kind and class of product traded and the 
foreign countries involved, and the influence of the 
changing characteristics of beef production and 
consumption on beef and veal trade are discussed. 


It is the intent of this article to avoid the complexities of 
foreign trade in beef and veal in order to provide 
meaningful background information to a wide group of 
people interested in the Canadian beef industry. In this 
way the opportunities for increased Canadian partici- 
pation in international trade in beef and veal are more 
apparent. 


Throughout history, trade in agricultural products has 
been basic to Canada. Canadian trade in both exporting 
and importing has been voluntary. Basically, trade has 
occurred in response to price differences indicative of 
comparative production advantage. To trade was a better 
bargain than not to trade. However, trade in any one 


*Mr. A.M. Boswell is an economist with the Marketing and Trade 
Division of the Economics Branch, The author acknowledges the 
contribution of J. Berry of the Economics Branch, in the 
recording of the Trade Statistics. 
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commodity can affect different groups in different ways 
and for many, the discussion of Canada’s beef trade is 
apt to be one-sided. Many consumers are concerned 
about high beef prices and cheaper sources. Beef 
producers are likely to be concerned about the effects of 
supplementary imports upon their livelihood. However, 
the Canadian beef producer’s livelihood probably could 
be hindered more by the loss of exports than it could be 
improved by restricting imports. 


IMPORTANCE OF BEEF AND VEAL TRADE 


The extent to which Canada exports some of its beef 
and veal production is surprisingly large. An interesting 
indicator of Canada’s foreign trade in beef and veal 
products is the percent of the value of total production 
involved in foreign trade (Table 1). The common 
denominator is value since various classes of product 
enter into Canada’s beef and veal trade. The major 
export-import categories included in this analysis are: 
live cattle and calves for beef and veal purposes; dressed 
beef and veal, fresh or frozen; cured beef; canned beef 
and veal; cattle and calf hides including ‘“‘Upper Leather” 
cattle and calf; and tallow’. Over the years the export 
outlet has been an important safety valve for the 
Canadian beef industry. 


1 Other meat trade categories in which beef and veal by-products 
are involved but not separated out are commented on at the end 
of the article. 


TABLE 1. CANADA: FARM CASH INCOME FROM CATTLE AND CALVES AND VALUE OF FOREIGN TRADE 


IN BEEF AND VEAL (LIVE AND AS PRODUCT)! 


Farm Cash Income Exports Imports 
$000 $000 Jo of $000 %o of 
Farm Income Farm Income 
1955-59 466,880 58,599 118) 19,662 4 
1960-64 627,251 64,558 10 25,536 4 
1565 789,984 126,121 16 24,050 3 
1966 915,581 i277 14 35,385 4 
1967 929,723 73,052 8 49,074 5 
1968 980,392 95,806 10 42,788 4 
1969 964,117 89,162 9 82,086 9 
1970 969,059 109,858 11 104,164 11 
1971 1,080,251 108,802 10 109 454 10 
1972 1,198,242 134,289 11 153,238 Us 


SOURCE: Statistics Canada, Ottawa 


1 5 : . , 
Farm cash income is the farm value of cattle and calves whereas trade values reflect processing values for several trade items. 


The facts apparent in Figures 1 and 2 provide a further 
perspective to the importance of trade, changing pattern 
of total trade, and the relative trade balance since the 
early 1950’s. During the period 1950-1968, Canada 
maintained a strong net export surplus, but in 1969-70 
the surplus narrowed considerably. For the years 
1971-72, Canada was a net importer of beef and veal 
products. 


CANADA: 


The importance of the magnitude of the 1971-72? 
deficits can be more fully understood after considering 
that our trade surplus in the mid-1960’s was nearly $100 
million annually. Changing price conditions in many 
world countries, in particular the U.S., made Canada a 
stronger market for beef and veal products in 1971-72. 


TOTAL EXPORTS AND IMPORTS OF BEEF 


mictions of ooccars AND VEAL (LIVE AND PRODUCT ) 
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CANADA: TOTAL TRADE BALANCE IN BEEF AND VEAL 
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COMPONENTS OF BEEF AND VEAL TRADE 


An “overview” of the relative importance of the various 
components of Canada’s total trade in beef and veal, 
both in absolute terms as well as net dollar terms, is 
shown in Table 2. On a value basis, Canada currently is a 
net importer of dressed beef and veal, fresh or frozen, 
cured beef, and canned beef and veal. On the other 
hand, Canada is a net exporter of hides, tallow, and with 
the exception of 1971, live beef and veal animals. In 
1972, the net effect was a trade deficit of $18.9 million. 


Of -the $134.3 million exported in 1972, the US. 
accounted for 73 percent or $97.4 million with the 
balance of $34 million going to several other countries. 
The value of imports at $153.2 million was accounted 
for by the U.S. at $77.6 million (51 percent), followed 
by Australia at $36.8 million (24 percent), and New 
Zealand at $27 million (18 percent). Together they 
accounted for 93 percent of Canadian imports. 


For 1972, the largest export category was hides at $41.8 
million, and the largest import class was beef and veal, 
fresh or frozen, at $88.8 million. In terms of net dollars, 
hides at $22.2 million and tallow at $14.4 million were 
the largest surplus componerts of Canada’s beef and veal 
trade in 1972. The sharp reverse in Canada’s trade 
balance for the first nine months of 1973 is mainly 
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accounted for by the exports of live cattle and raw 
cattle hides. Since September 1973, Canada’s imports of 
U.S. cattle for slaughter have increased sharply. 


Trade in Live Cattle and Calves 


In value terms, Canada maintained a strong net export 
position in the total trade of live cattle and calves for 
beef and veal purposes until 1969 (Figure 3). Canada’s 
exports of live cattle and calves for beef and veal 
purposes move in various trade categories as reported by 
Statistics Canada (Table 3). 


Exports of calves 200 pounds or less have moved 
steadily upward during the last two decades. The peak 
year in export numbers occurred in 1972 at 144,400 
head, valued at $9.8 million. To the end of September 
1973, exports have continued at high levels. Exports are 
primarily calves destined for veal slaughter to the U.S., 
but recently calves for further feeding have also been 
exported. The main U.S. outlets were the state of New 
York, the New England region and Michigan. However, 
in 1972 nearly 16,000 live calves were exported to 
countries in Western Europe for beef feeding, and to 
September 1973, 31,000 head have been exported with 
Greece and Italy the largest outlets. Nearly all of the live 
calf exports originate in Eastern Canada, mainly Quebec 
and to a lesser extent Ontario, and are a by-product of 


TABLE 2. CANADA: COMPOSITE TRADE BALANCE IN BEEF AND VEAL (LIVE AND PRODUCT) BY 


DOLLARS, ALL COUNTRIES, 1950-54 TO JUNE 1973. 


Live Cattle Beef and Veal Canned? 
and Calves Fresh or Frozen Cured Beef Beef and Veal 
Exports’ Imports” Balance Exports Imports Balance Exports Imports Balance Imports 
— Millions of $ — 
1950-54 24.4 n.a, +24.4 25.9 6 $25.3 Al) x8) = ee ht) 
1955-59 34.2 2.4 +31.8 9.8 3:5 ap Ge! 2 27) SOAS -4,4 
1960-64 34.6 o7/ +32.9 9.0 7.6 se et 4 3.9 = CNS) 4.4 
1965 58.8 & +58.5 29.4 4.8 424.6 9 4.0 Son 4k 
1966 51.1 1.7 +49,.4 26.4 7.8 +18.6 9 52 -4.3 SP: 
1967 20.2 10.1 +10.1 14.4 15,2 =, As} 6 5.9 moO =5.4 
1968 33.9 TS +30.6 23.7 14.4 ar @Lé 1.0 5.6 =A16 -4,3 
1969 PRN) 4.6 +18.6 26.4 48.9 SPDs; 1.0 4.8 = Sys! =By7/ 
1970 20.7 16.7 + 4.0 48.5 63.9 -15.4 1.4 4.4 =e -6.0 
1971 20.7 26.6 = 1) 47.0 58.0 1\1}40) 1.1 Sy! -4.6 15). 7/ 
1972 35.0 28.9 ar (Sy) 39.4 88.8 —49,4 23 6.4 A Bont 
1973 (to Sept.) 68.6 40.1 +28.5 48.0 90.5 -42.5 1.8 3.6 Si les} -4.8 
Hides? Tallow Total Canada’s 
oo Trade 
Exports Imports Balance Exports Imports Balance Exports Imports Balance 
— Millions of $ — 
1950-54 78 6.2 + 1.6 1.0 4 tO 59,2 13.3 + 45.9 
1955-59 9.9 6.4 33 4.5 at te 4.4 58.6 19.7 + 38.9 
1960-64 13.1 Ta + 5.4 7.4 5 + 6.9 64.5 25.5 + 39.0 
1965 24.5 9.9 +14.6 12.5 AS) 111.6 126.1 24.0 T1024 
1966 i) 1) 15.7 421.8 Use 8 lig 127.8 35.4 + 92.4 
1967 28.3 11.9 +16.4 9.6 .6 + 9.0 Weyl 49.1 + 24.0 
1968 28.0 14.1 +13.9 9.2 1.1 + 8.1 95.8 42.8 +, 53:0 
1969 28.7 15.4 +13.3 9.9 1.7 + 8.2 89,2 82.1 = ed SL Oe 
1970 24.0 11.1 +12.9 (ES 2.1 +£13.2 109.9 104.2 bine5s7 
1971 A | SS} 11.6 “EIQ 18.7 1.9 +16.8 108.8 109.5 a as 
1972 41.7 19.5 a2 15.9 4s +14.4 134.3 153.2 eal SWS) 
1973 (to Sept.) 44.4 16.1 +28.3 15.5 ai +14.8 178.3 155.8 22.5 


SOURCE: Trade of Canada, Statistics Canada: 


; Includes 200 pounds and under 200-700 pounds, 700 pounds and over and since 1967 purebred beef cattle, 


2 Primarily slaughter cattle from the U.S., and since 1967 purebred beef cattle. 


"No exports reported separately by Statistics Canada. 


Includes raw cattle and calf hides, and since 1965 ’’upper leather 


the dairy sector. Traditionally, Canada has not imported 
live calves for veal slaughter. The increase in calf exports 
has resulted from a strong specialty market for white 
veal in the Northeastern U.S., and the increasing demand 
for beef fostered by tourism in the Mediterranean area 
of Europe. 


Exports of animals 200-700 pounds are basically feeder 
cattle from Western Canada which go primarily to the 
U.S. for feedlot finishing. This category of live exports 
has followed an irregular pattern, but remains in a net 
export position since Canada imports virtually no feeder 


cattle and calf.’’ 


cattle. Exports reached very high levels during the mid 
1960’s, approximating $30 million annually, but then 
dropped dramatically to a low of one million dollars in 
1970. In 1972, exports of this category increased 
substantially to 60,600 head valued at nearly $10 
million, and for the first nine months of 1973 totaled 
116,700 Head valued of $29.1 million. 


The decline in feeder cattle exports to the U.S. was 
related to the retention of beef heifers for herd 
expansion, and especially to the increase in cattle 
feeding in Canada. 
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14,481 
12,897 
26,605 
61,090 


158.6 
157.5 
224.6 
309.1 


6.8 989 7.0 1,022 24.0 7,547 24.5 7,700 
LS ivan 2,247 4,581 


17.0 


5,759 
6,069 


127.0 5,752 A27et 
124.2 


127.9 
121.5 


1970 
1971 


4,444 15.1 


14.7 


1 


125.3 
144.4 
146.6 


5,981 


6,843 
18,333 


6.640 19.6 
45.8 


11 0/ TAS 


58.7 9,671 60.6 9,985 8.8 
27,668 29,077 


WOKS 


9,777 
13,680 


8,125 
10,391 


1972 


43.8 


116.7 


1973 (to Sept.) 


2 Primarily feeder cattle 3 For slaughter and feeding 


Primarily Veal Calf 


1 


Source: Trade of Canada, Statistics Canada, Ottawa — 


The recent increase in exports of feeder cattle reflects, in 
part, a very strong U.S. feedlot demand for replace- 
ments, and the recent rapid rate of increase in the size of 
the Western Canadian calf crop.” The outlet to the U.S. 
for Canadian feeder cattle sets the general level of feeder 
cattle prices in Canada. Thus, the U.S. demand for 
Canadian feeders establishes what might be referred to as 
a “floor price” for feeder cattle originating in Western 
Canada. The extent to which the price to Canadian 
ranchers rises above the “floor” depends on the compe- 
tition between feedlot operators in Western and Eastern 
Canada. 


Exports of Cattle 700 pounds and over are mainly to the 
U.S. and consist of heavy feeder cattle and low grade 
slaughter cattle for boneless beef purposes. Total exports 
in this class, like the 200-700 pound category, have 
dropped off sharply from the high levels achieved during 
the first part of the 1960’s. Exports of live fed cattle for 
slaughter to the U.S. have not occurred to any signifi- 
cant level since the mid-1960’s. 


Imports of live cattle to Canada for beef and veal 
purposes are nearly all fed cattle from the U.S. for 
immediate slaughter. Over the years, imports of this 
category have varied sharply but commencing in 1970 
rose to high levels (Table 4). Imports are mainly of the 
high good and choice U.S. grades. (For the year 1973, 
imports can be expected to total over 180,000 head 
because of a sharp fall increase in the importation of 
U.S. slaughter cattle). 


The importation of live fed cattle from the US. is 
basically dependent on the relationship of fed cattle 
prices in Canada to fed cattle prices in the U.S. When fed 
beef slaughter in Canada falls short of domestic require- 
ments, prices move up to a level where U.S. fed cattle 
may be imported. Nearly all the importation of live fed 
cattle has occurred in Eastern Canada. 


Canada’s export value of purebred beef cattle for 
breeding purposes has shown an appreciable increase 
since 1967 (Table 5). The largest outlet has been the 
U.S., with the U.S.S.R. and Japan accounting for small 
shipments. Canada’s imports of purebred beef cattle 
have correspondingly moved upward since 1967. For 
1972, the largest import source of beef breeding animals 
in terms of numbers and value was the U.S., but in terms 
of value France and Switzerland were also important, 
reflecting the importance of “‘exotic beef breeds” from 
Western Europe. 


2 From June 1, 1970 to June 1, 1973, the number of calves in 
Western Canada increased by 534,000 head or 22 percent, 
according to Statistics Canada. 
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TABLE 4. CANADA: IMPORTS OF LIVE CATTLE 
FROM THE U.S. (PRIMARILY FOR SLAUGHTER) 


Years No. $000 Years No. $000 

1960-64 8,403 1,737 1969 2,155 458 
1965 1,626 269 1970 46,596 12,904 
1966 6,115 1,689 1971 84,326 22,032 
1967 27,562 7,743 1972 66,498 23,798 
1968 2,005 545 1973to Sept. 61,628 31,473 


SOURCE: Trade of Canada, Statistics Canada 
TABLE 5. CANADA: EXPORTS AND IMPORTS OF 
PUREBRED CATTLE FOR BEEF BREEDING PUR- 
POSES, 1967 TO 1972 (All Countries) 


EXPORTS 


All Countries All Countries 


Year No. $000 No, $000 
1967 3,239 1,894 2,656 PRSVE 
1968 5,007 3,064 3,231 2,804 
1969 5 236 4,858 4,830 4,096 
1970 7,607 6,240 4,614 3,781 
1971 6,708 7,192 4,893 4,549 
1972 7,976 8,373 5,169 5,103 
1973 to Sept. 6,522 7,508 7,524 8,642 


Source: Trade of Canada, Statistics Canada, Ottawa (Inform- 


ation available since 1967). 
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Imports of beef breeding cattle from Western European 
countries are restricted as they require permits and a 
period of quarantine. Cattle undergo tests and quaran- 
tine at one of the three maximum quarantine stations at 
Grosse Ile, Quebec, the island of St. Pierre or Edmonton, 
Alberta. The main purposes of importing these “exotic 
beef breeds” are to upgrade the quality of Canadian beef 
and to improve the efficiency of domestic beef produc- 
tion. 


Trade in Beef and Veal, Fresh or Frozen 


In the total beef import-export picture, one aspect of 
trade that has concerned domestic producers is the rapid 
growth in imports of beef and veal, fresh or frozen?. 
Beginning in 1969, imports of this category increased 
sharply and Canada became a net importer (Figure 4). 
Imports have increased from 21 million pounds in 1968 
to 133.2 million pounds in 1972 (Table 6). The higher 
levels of domestic exports in 1970-71 reflect in part the 
substitution effect of frozen low grade beef imported 
from Australia and New Zealand releasing lower grades 
of fresh Canadian beef for export to the U.S. 


Canada’s dressed trade of fresh or frozen beef and veal 
has two distinct classes: (1) low grade beef for manu- 


3 Nearly all of Canadian trade in this category is beef with only 
small amounts of veal. 
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facturing purposes; and (2) high grade fed beef primarily 
from feedlots and commonly referred to as “‘table beef”. 


In 1972, Canada’s exports of fresh or frozen beef and 
veal were nearly all to the U.S. (95 percent), and largely 
in boneless form. The importance of the U.S. outlet has 
not changed over the years. Exports are largely the 
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product of lower grades of cow slaughter and mainly 
originate in Quebec and Ontario. A small but consistent 
quantity of fresh or frozen beef is also exported to 
countries in the Caribbean region and Switzerland. 


In 1972, Canada’s imports of fresh or frozen beef and 
veal were the largest in terms of value from Australia (40 


TABLE 6. CANADA: IMPORTS AND EXPORTS OF DRESSED BEEF AND VEAL, FRESH OR FROZEN, 1950 


TO 1973 
Imports to Canada Exports from Canada 
Canada’s 
Australia New Zealand U.S.A. All Countries U.S.A. All Countries Trade Balance 
Mil. lb. $000 Mil. lb. $000 Mil. Ib. $000 Mil. lb. $000 Mil. lb. $000 Mil. lb. $000 Mil. lb. $000 

1950-54 .03 5 4 61 8 375 17 604 40.3 18,344 57.7 25,862 +56.0 +25,258 
1955-59 1.4 467 4.5 aio 4.3 1,807 10/63 Ol 2 25.5 9,498 29.1 CEM sii ar Gee 
1960-64 6.0 2,143 8.4 2,580 4.4 2,794 19.0 Whoyesey — 72255) 8,465 23.5 9,025 +45 + 1,442 
1965 2.8 1,444 2.0 836 F245) 2,558 7.3 4844 71.9 25,739 78.8 29,441 +71.5 +24,597 
1966 4.0 2,125 2.8 1,219 4.4 4,489 AMZ 7,843 56.4 24,277 59.2 26,350 +48.0 +18,507 
1967 9.3 5,391 55 2,761 UG 6.649) 22.49715.1777 8 27-40 12 702. 29:6 14.377 + 722 =" 800 
1968 10.9 6,255 6.4 3,185 3.6 4,917 21.0 14,408 47.5 21,870 50.0 23,735 +29.0 9 327 
1969 29.4 13,307 wa74:85 295775 4.4 5,786 108.6 48,866 45.9 24,909 47.4 26,371 ~-61.2 —22,495 
1970 55.2 25,786 73.4 31,067 5.8 7,038 134.4 63,891 83.5 46,795 85.2 48,465 -—49.2 -15,426 
1971 248 13,499 61.2 28,246 17.5 16,223 103.55 57,967 804 44960 82.6 46,984 ~-209 ~-10,983 
1972 58.4 35,516 47.8 27,004 27.0 26,276 133.2 88,796 58.7 37,471 60.6 39,421 -72.6 ~-—49,375 
1973 

(to Sept.) 43.1 33,193 38.7 29,240 24.2 28,033 106.0 90,467 48.6 44,539 51.5 47,965 ~—54.5 ~-42,502 
Source: Statistics Canada, Trade of Canada. 
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percent), followed by New Zealand (30.4 percent), with 
the U.S. (29.6 percent) a close third. Imports from the 
Oceanic countries are largely low grade beef in boneless 
form for manufacturing purposes. This beef is similar to 
Canada’s cow beef, in particular the “manufacturing 
grade”, and is used mainly for hamburger, luncheon 
meats, and other processed meat products. While some 
of the beef imported from the U.S. is also for manu- 
facturing purposes, a rising volume of high priced 
finished cuts, largely from heavy carcasses, has been 
moving directly into the hotel and restaurant trade, 
especially in Eastern Canada. These imports occurred in 
concert with increased imports of live fed cattle from 
the U.S. for immediate slaughter. 


Reasons behind the recent rise in Canadian imports of 
beef are complex in nature. The relatively favourable 
price for beef in Canada in recent years along with the 
rapid increase in demand for both fresh and processed 
beef have increased imports of beef. Another major 
factor is the rise in beef production of major exporting 
countries such as Australia and New Zealand, and 
agreements to diversify their export outlets. However, 
the rise in beef imports is closely related to the class of 
beef imported and characteristics of domestic beef 
production. 


In recent years, the level of cow slaughter in Canada has 
trended downward, in particular the slaughter of lower 


grade cows mainly of dairy breeding. These cows largely 
constitute the ‘“‘manufacturing grade”, the main source 
of domestic boneless beef for processing’. There is also 
an increasingly affluent Canadian hotel and restaurant 
outlet for high quality finished beef cuts which underlies 
the rise in U.S. beef imports. 


Trade in Cured Beef 


Canada is a net importer of cured beef with a trade 
deficit of $4.2 million in 1972 (Table 7). While trade in 
cured beef is not large, the value of both exports and 
imports have increased steadily since the early 1950’s. 


Canada’s exports of cured beef, largely briskets, plates 
and flanks, are mainly to countries located in the 
Caribbean region. The main outlets are Jamaica, Guyana 
and Trinidad. A very small quantity moves to the U.S. 
Canada’s imports of cured beef have been primarily from 
the U.S. These imports have entered Canada mainly in 
the form of salted beef in barrels to Newfoundland, and 
heavy briskets and plates used in the manufacturing of 
smoked meat for which Eastern Canada is the major 
outlet. 


4 During 1965-68, federally inspected slaughter of the ‘“‘manu- 
facturing grade”? averaged 362,240 head yearly and in 1969-72 it 
averaged 278,360 head yearly. 
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TABLE 7. CANADA: EXPORTS AND IMPORTS OF CURED BEEF, 1950 TO 1973 


EXPORTS IMPORTS CANADA'S BALANCE 

U.S.A All Countries U.S.A. All Countries All Countries 

$000 Mil. Ib. $000 $000 Mil. Ib. $000 $000 
1951-54 2 0.5 106 227, 10.1 222. SPT 
1955-59 2 1.0 232 2,651 11.9 2,651 -2,419 
1960-64 Uy 1.9 442 3,908 253 3,908 — 3,466 
1965 23 3.9 939 4,005 9.9 4,005 — 3,065 
1966 34 3.0 912 5,169 12.5 5,169 -—4,257 
1967 5 2.4 608 5,929 15.3 5,929 rsa 
1968 = 3.8 967 5 558 12.9 5,558 -4,591 
1969 2 3.4 1,006 4,842 9.8 4,842 — 3,836 
1970 8 5.0 1,388 4,434 9.6 4.434 — 3,046 
1971 2 4.4 1,130 5733 eZ 5,734 —4,604 
1972 60 TEA 2,264 6,415 links 6,415 -4,151 
1973 (to Sept.) 27 4.1 1,792 3,635 brs 3,635 —1,843 


Source: Trade of Canada, Statistics Canada, Ottawa. 


Trade in Canned Beef 


Canada is a consistent net importer of canned beef with 
imports totaling $8.1 million in 1972 (Table 8). In fact, 
no exports of this category from Canada are recorded 
separately by Statistics Canada. Canned beef imports are 
mostly ‘‘canned corned beef’ of which Brazil, 
Argentina, Australia and Paraguay have been the 
exclusive suppliers since 1970. These South American 
countries can only export beef to Canada in the 
processed form due to domestic health regulations and 
the presence of animal diseases in South America. 


Imports of canned corned beef reflect the fact that 
Canadian slaughter cattle generally have a higher fat 
content compared with the fat levels of grass fed cattle 
in countries exporting this product. The import situation 
is also related to the fact that Canadian cattle are largely 
grain fed and increasingly of beef breeding strains. 
Moreover, the alternative outlet in Canada for fresh beef 
products makes the opportunity cost too high for 
canning purposes. 


Imports of canned beef and veal are not large and have 
remained somewhat stationary in recent years. The 
major sources have been the U.K. and Italy. In 1972, of 
the 1,786,000 pounds imported, the U.K. supplied 
1,300,000 pounds and Italy supplied 349,000 pounds, 


Trade in Cattle and Calf Hides 


In the total export-import trade of raw cattle hides, raw 
calf hides and kip skins, and upper leather cattle, calf 
and whole kip, Canada is a strong and consistent net 
exporter (Figure 5). 
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Canada’s exports of raw cattle hides have increased 
sharply since the early 1950’s (Table 9). In trade with all 
countries, Canada has been a steady net exporter of raw 
cattle hides, with a trade surplus in 1972 of $18.8 
million. Conversely, Canada is a large net importer of 
cattle hides from the U.S. This trade difference has 
widened in recent years. In fact, the U.S. is virtually the 
lone supplier of imported raw cattle hides. 


Canada’s exports of this category move to several 
countries throughout the world. In 1972, the US., 
followed by Poland, West Germany, Japan, and the 
Netherlands were the leading outlets. The peak year for 
domestic exports in terms of volume was 1966 and in 
terms of value it was 1972. Fostered by a world-wide 
demand for leather and no increase in cattle slaughter, 
Canada’s exported cattle hide price per skin increased 
from $7.54 in 1971 to $15 in 1972. To the end of Sep- 
tember 1973 exports of cattle hides remain at high levels. 


In trade with all countries, Canada is a net exporter of 
raw calf hides and kip skins (Table 10). Exports and 
imports in both total volume and total value have been 
downward since the mid-1960’s. This trend reflects a 
relatively lower level of calf slaughter in many countries 
due to increased beef production, and also a reduction in 
dairy cow numbers. The trend in Canada parallels the 
trend in many countries of the world. 


Canada exports calf skins to several countries through- 
out the world with the U.S., Italy, and the USSR the 
leading outlets in 1972. Canada’s imports of this 
category are mainly from the U.S., with much smaller 
imports from France and Italy. In 1972, the average 
export price increased to $4.95 per skin from $3.10 in 


TABLE 8. CANADA: IMPORTS (NO EXPORTS)! OF CANNED CORNED BEEF, CANNED BEEF, AND TOTAL 
CANNED 1950 TO 1973 


Y ear 


1950-54 
1956-59 
1960-64 
1965 
1966 
1967 
1968 
1969 
1970 
1971 
1972 
1973 (to Sept.) 


Canned Corn Beef Canned Beef & Veal Total Canned 

000 Ib. $000 000 Ib. $000 000 Ib. 
— not separated — Vege 
14,189.8 

9,672.6 3,808 985.3 332 10,657.9 
9,251.7 3,857 619.0 224 9,870.7 
9,067.8 3,933 609.7 222 9,677.5 
11,698.4 4,967 1,089.6 445 12,788.0 
8,703.9 3,750 1,203.8 536 9,907.7 
VS4aTee 5,866 1,819.7 855 15,296.9 
leSO3:5 5,111 2,008.2 869 13, SUAa7, 
8,078.2 4,776 1,595.1 894 9,673.3 
11,524.9 7,251 1,786.5 855 Ase Sie4 
6,234.6 4,089 1,015.3 684 7,249.9 


Source: Trade of Canada, Statistics Canada. 


1 
No exports of canned beef or veal from Canada is reported by Statistics Canada. 
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TABLE 9, CANADA: EXPORTS AND IMPORTS OF RAW CATTLE HIDES 1950 TO 1973 


‘EXPORTS 
ULS.A. All Countries 
No. 

$000 000 $000 
1950-54 2,763 477.3 5,115 
1955-59 1551 845.3 6,229 
1960-64 1,665 1,185.5 9,584 
1965 2,278 1,950.9 153255 
1966 1,470 2,510.9 27,407 
1967 1,482 2,314.5 19,012 
1968 3,107 2,344, 1 16,133 
1969 1,973 2,063.1 18,627 
1970 2,919 1,910.1 16,113 
1971 1,861 1,864.5 14,053 
1972 5,316 PL PRT) Pe 34,379 
1973 (to Sept.) 9,686 1,716.3 38,049 


IMPORTS CANADA'S BALANCE 
U.S.A. All Countries All Countries 
No. 
$000 000 $000 $000 
3,910 446.1 4,610 + 505 
3,795 600.8 3,844 + 2,385 
5,105 725.6 51914 + 4,393 
5,491 787.0 5,491 + 9,764 
10,303 984.4 10,309 +17,098 
7,418 943.2 7,420 +11,592 
8,506 1,194.6 8,549 + 7,584 
10,260 1,167.8 10,331 + 8,296 
8,425 1,089.9 8,460 + 7,653 
9,116 1,125.4 9,120 + 4,933 
15,528 1,092.5 15,533 +18,846 
13,001 673.8 13,002 +25 ,047 


SOURCE: Trade of Canada, Statistics Canada. 


1971. Improved world demand from tanners and 
producers of leather goods together with a marked 
decline in world calf slaughter underlies the price 
increase. 


Canada is also a net exporter of the categories upper 
leather cattle and upper leather calf and whole kip. The 
USS. is the major export outlet and import source. 


UPPER LEATHER, CATTLE, CALF AND WHOLE KIP 
(Combined) 


Exports From Canada Imports To Canada 


U.S. All Countries U.S, All Countries 
$000 
1970 4,081 5,620 229 1,416 
1971 3,783 4,758 423 1,386 
1972 3,435 4,287 742 2,202 
1973 (to Sept.) 1,900 3,681 657 1,755 


SOURCE: Statistics Canada. 


Trade in Tallow 


In trade with all countries, Canada has been a large net 
exporter of tallow since the early 1950’s (Figure 6). The 
dollar value of tallow exports increased sharply through 
the 1950’s, reaching a peak in 1965. From 1965 to 
1969, the total export values trended downwards, 
largely due to a drop in world tallow prices. In 1972, 
Canada’s tallow exports totaled $15.9 million and 
imports were $1.5 million, for a trade surplus of $14.4 
million (Table 11). 


The recent rise in tallow prices partially reflects an 
improved world demand and only marginal increases in 
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world cattle slaughter. In addition, in many world 
countries tallow is being substituted for oils in soap 
manufacturing, and its use in animal feeds continues to 
grow. 


Miscellaneous trade in Meat and By-Products 


There are several categories of trade reported by 
Statistics Canada where beef and veal products are not 
separated out but encompassed along with other animal 
products (Table 12). 


The largest miscellaneous trade category is ““Fancy Meats 
and Edible Offals’” of which Canada is a large net 
exporter to the U.K. and the U.S. with small movements 
to West Germany and the Caribbean countries. The U.S. 
followed by Oceanic countries are basically the main 
sources. Canada is also a large net exporter of the 
classification “Animal material used in the Manu- 
facturing of Drugs’, with the U.S. outlet accounting for 
nearly all of the exports. 


Canada’s sausage exports are expanding. Nearly all of the 
exports move in the form of ‘‘cured and frozen” with 
small movements of fresh and canned. The main export 
outlet for sausages is the U.S., followed by the 
Caribbean countries (including Bermuda). A_ small 
quantity of cured sausages are imported from the U.S. 
Also, a small quantity of canned sausages are imported, 
but are encompassed with the classification meat 
preparations canned. 


Canada is a major exporter and importer of sausage and 
meat casings. About half of Canada’s exports of casings 
move to the U.S. with the balance to several countries 
throughout the world. Beef and hog casings along with a 


1] 


TABLE 10. CANADA: EXPGRTS AND IMPORTS OF RAW CALF AND KIP SKINS, 1950 TO 1973 


EXPORTS IMPORTS CANADA'S BALANCE 
U.S.A, All Countries U.S.A. All Countries All Countries 
No. No. 

$000 000 $000 $000 000 $000 $000 
1950-54 2,160 571.9 2,654 A PAT/ 369.8 1,598 +1,056 
1955-59 1,559 908.9 3,679 2,517 725.9 2,809 se BH 
1960-64 1,402 791.3 3,553 1,887 403.4 2,510 +1,043 
1965 1,728 952.1 4,620 1,386 330.6 2,223 +2,397 
1966 1,216 714.7 4,381 2,993 489.8 3,622 + 759 
1967 1,658 820.7 4,086 1,764 496.0 2,608 +1,478 
1968 2,004 823.5 4,267 2,335 471.8 2,928 +1,339 
1969 2,398 729.0 4,541 2,326 427.5 2,835 +1,706 
1970 909 567.4 2,244 631 234.9 1,225 +1,019 
1971 538 799.9 2,485 897 409.6 1,166 1.319 
1972 1,138 627.0 3,105 1,299 292.6 1,795 +1310 
1973 (to Sept.) 1,375 395.5 2,667 709 141.0 1,296 +4371 


Source: Trade of Canada, Statistics Canada, Ottawa, 


TABLE 11. CANADA: EXPORTS AND IMPORTS OF TALLOW, 1950 TO 1973 


EXPORTS IMPORTS CANADA'S BALANCE 

U.S.A. All Countries U.S.A. A\l Countries All Countries 

$000 Mil Ib. $000 $000 Mil. Ib. $000 $000 
1950-54 110 15.3 1,040 417 4.1 417 + 623 
1955-59 293 58.3 4,487 57 0.7 57 + 4,430 
1960-64 70 106.7 7,397 458 5,0 467 + 6,930 
1965 19 135.6 12,512 915 8.0 915 +11,597 
1966 79 (eS 11,846 802 7.0 802 +11,044 
1967 149 145.8 9,589 632 Tot 632 + 8,957 
1968 373 165.9 9,178 1,123 lies 1), 128" + 8,055 
1969 745 150.9 9,923 1,681 19.6 1,681 + 8,242 
1970 1,056 (ZAS) 83 15,307 2,073 21.8 2,073 +13,234 
1971 1,658 218.9 18,733 1,880 21.0 1,880 +16,853 
1972 1,306 229.6 15,855 1,491 18.5 1,491 +14,364 
1973 (to Sept.) 2,897 142.2 15,465 715 4.6 715 +14,750 


Source: Trade of Canada, Statistics Canada, Ottawa 


small quantity of sheep and lamb casings are exported. 
Imports of casings are largely from New Zealand 
followed by the U.S. and Australia. Imports are mainly 
sheep and lamb casings, but hog casings are also 
imported from the U.S. 


Canada’s imports of extracts of meat not canned is 
largely beef from Australia and South American 
countries. 


Canada’s exports of animal semen, mainly for beef 
breeding, is a relatively new export component. The U.S. 
is the largest outlet accounting for $3.3 million of the 
$4.5 million exported in 1972, Much smaller quantities 
are exported to several other countries throughout the 
world. 
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SUMMARY AND CONCLUSIONS 


In summary, Canada’s exports of live calves (200 pounds 
or less) gradually increased in recent years. Notwith- 
standing the strong U.S. and world demand for veal 
calves, it is doubtful whether increasing levels of exports 
will occur from Canada in future years. Dairy cow 
numbers, the basic source of veal calves for export, have 
been declining. Furthermore, there is a readily accepted 
demand for high quality veal in Canada, especially in 
large population centers. Also, there is a strong feedlot 
demand for dairy steer calves in Eastern Canada. 


Canada’s exports of feeder cattle (200-700 pounds) 


which mainly go to the U.S. dropped substantially from 
the mid-1960’s to 1970, and then showed a sizeable 
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increase commencing in the fall of 1972. In future years, 
Canada’s exports of feeder cattle will reflect the per 
capita demand for beef in Canada relative to the US., 
the rate of expansion in beef cow numbers in Canada, 
and in particular the supplies and prices of feed 
ingredients for feedlot finishing. These factors, coupled 
with the availability and costs of immediate working 
capital, will underlie the future growth and development 
of feedlot finishing in Canada, and trade in finished beef, 
live and dressed. 


It may be reasonable to expect continued high import 
levels of manufacturing beef, including canned beef. 
Progressively more of Canada’s beef production will 
consist of higher quality fed beef intended for the much 
higher priced fresh market. Also, the changing compo- 
sition of Canada’s cattle population from dairy breeding 
to more beef breeding strains is another factor favouring 
this trend. It is evident that Canada’s export market of 
manufacturing beef to the U.S. differs substantially 
from Canada import sources which are primarily 
Australia and New Zealand. This pattern of beef trade 
can be expected to continue during the next few years. 


Canada both exports and imports hides and skins, but in 


balance Canada is a strong net exporter. Future require- 
ments of style, the extent to which synthetics make 
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inroads into the industry, and trends in domestic and 
world cattle slaughter will be significant factors in 
determining Canada’s future in this category of trade. 


Canada is also a large net exporter of tallow. Similar to 
cattle hides, domestic and world cattle slaughter, substi- 
tutes, and synthetic materials will have a major bearing 
on Canada’s future tallow trade. 


In recent years, the demand side of Canada’s supply - 
demand equation for beef has experienced dramatic 
changes. 


The recent deterioration of Canada’s trade balance in 
beef and veal resulted largely from the marked increase 
in imports, principally low grade beef for manufacturing 
purposes, high quality beef cuts for the hotel and 
restaurant trade, and live fed animals for immediate 
slaughter. 


In short, beef imports have risen because of increased 
consumer demand for beef even though domestic beef 
output has been easing upwards to record levels. For 
example, from the 1965-69 annual average to 1972, 
domestic beef production in pounds increased 7 percent 
while total domestic beef consumption rose 16 percent, 
reflecting an increase in per capita consumption from 
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TABLE 12. CANADA: MISCELLANEOUS MEAT AND BY-PRODUCT TRADE WITH ALL COUNTRIES 


1973 
Item 1965-68 1969 1970 1971 1972 (to Sept.) 
— millions of $ — 
Fancy Meat and Export 8.6 Vall 11.4 8.4 11.5 15.0 
Edible Offal Import Ub CAB) ay ac 3.8 3.8 
Animal Material for Export 7.4 8.5 8.6 5.5 ys} 5.0 
Mfrg. Drugs Import 1.0 6 4 oe 2 3 
Sausage! Export 21 2.5 2.9 3'9 3.8 3.9 
Import & 3 sf 2 1 
Meat Preparation, Canned Export 3f/ : 5 4 ks 6 
Import 3.2 Set 2.4 1:9 2.4 eZ 
Meat Preparation, not canned Export ne 4) JS 8 8 : 
Import 1.5 2.8 2.4 1.8 1.9 2a 
Sausage and 7 Export 7.1 8.5 9.1 8.7 8.3 8.1 
Meat Casings Import 9.0 9.2 10.5 OF, 10.5 8.5 
Meat Waste and Export 8 4 8 8 8 9 
Tankage Import 1 eS 2.9 2a 215 4.2 
Extract of Meat? Import +) 5 Jo) 8 1.3 Ues} 
Animal Semen? Export n.a. 4.4 4.5 6.7 
Glove and Garment Leather Export eZ 1.0 ez. eZ SUS) 
Import 1.9 2.4 6.4 9.9 15.6 12.7 


SOURCE: Trade of Canada, Statistics Canada 


1 exports include fresh, frozen (cured) and canned. 
Imports include cured only 


2 7 3 
Includes synthetic materials, 
3 
No exports reported, 


* Available since 1971, no imports reported, 


85.1 pounds in 1965-69 to 92.5 pounds in 1972.° This 
upward trend in per capita consumption of beef is 
expected to continue as Canadians’ love affair with beef 
grows stronger. 


To maintain a rising level of beef consumption in 
Canada, an increasing supply of high quality fed beef, as 
well as beef for processing is needed. Any limitations on 
beef imports should be considered against the possible 
consequences of either reducing per capita beef con- 
sumption or shifting consumers’ preferences towards 
possible beef substitute products. Also, it should be 
recognized that as beef production fluctuates cycli- 
cally®, beef imports tend to fill the gap, and assist in 


> Statistics Canada, Catalogue 32-220, April 1973, 


© Determinants of change in Canadian Beef Cattle Slaughter, 
A.M. Boswell, Canadian Farm Economics, February 1973, Vol. 
8. Now: 
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maintaining per capita consumption while domestic 
producers are withholding animals for herd expansion. 
Furthermore, international trade in beef and veal is not 
only a safety valve, but also an important stabilizing 
effect on the beef industry. For example, while beef for 
manufacturing purposes in Canada was in relatively tight 
supply, hides, tallow and offals during the same time 
were in a surplus position. 


In balance, the recent growth in Canada’s imports of 
beef and veal can be attributed to rising domestic 
demand for beef, and the slower recent growth of beef 
output. While the latter reflects the buildup in Canada’s 
cattle inventory numbers, the former reflects the fact 
that different types and qualities of beef carcasses are 
required to satisfy the need of today’s beef consumers. 
This suggests that the growing market for beef in Canada 
is also a highly stratified market, 
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SROWTH, STABILITY AND EFFICIENCY OF HOG PRODUCTION 


IN THE PRAIRIE PROVINCES 


Hog production in the Prairies increased rapidly in the 
1969-71 period. The data presented in this study suggest 
that at least part of this increase represents permanent 
growth in production rather than a temporary increase 
in production. 


In general, the survey data indicate that farmers with 
large hog enterprises are more efficient than those with 
small enterprises. 


INTRODUCTION 


Four related issues of importance to agriculture in 
Western Canada are growth of the livestock sector, 
stability of production, diversification out of cash grain 
production, and efficiency of livestock production. In 
this article, data collected in a survey of hog producers 
are used to examine these issues as they relate to hog 
production. 


SOURCE OF DATA 


The data presented in this article are a small part of the 
data collected for a study of hog production in the three 
Prairie provinces. These data were collected for eleven 
classifications of hog enterprises in each of five regions 
of the Prairies (see Table 1 and Figure 1). In order to 
obtain accurate results for the individual enterprise 
classifications in each region, it was necessary that each 
enterprise classification in each region be adequately 
represented in the sample. To meet this requirement, the 
objective was to interview about 10 producers in each 
enterprise classification in each region. In most cases this 
objective was met, but in some regions it was not 
possible to obtain the names of a sufficient number of 


*Dr. R.K. Eyvindson is a research economist with the Research 

Division, Economics Branch. Before moving to Ottawa, Dr. 
Eyvindson was located in the Regina regional office of the 
Economics Branch. 
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producers for some of the enterprise classifications. In 
total 511 hog producers were interviewed. 


With the sampling procedure used, precise estimates of 
the averages for combined enterprise groups (e.g., all 
producers in a region) could be obtained by weighting 
the estimate for each enterprise group by the number of 
producers in the total population that are in that group. 
Data on total numbers of producers in each group were 
not available so that the averages for combined groups 
presented in this report were estimated by averaging the 
values reported by the farmers interviewed who were in 
the combined group. 


GROWTH AND STABILITY OF HOG 
PRODUCTION 


In an effort to reduce the reliance of agriculture on grain 
markets and to increase the value of agricultural pro- 
duction, efforts have been made to increase production 
of and markets for livestock in Western Canada. At the 
same time concern has been expressed about the wide 
fluctuations in production levels of hogs both because of 
the immediate effect on individual farmers and because 
of the difficulty in maintaining markets without a stable 
level of supply. 


Increases in hog production either at the individual farm 


level or at a more aggregate level may be indicative of 
either permanent growth or a temporary upward change 


15S 


TABLE 1. HOG ENTERPRISE ON FARMS IN ALL REGIONS: AVERAGE NUMBER OF SOWS REPORTED PER 
FARM, AVERAGE NUMBER OF MARKET HOGS AND FEEDER PIGS SOLD PER FARM AND AVERAGE 
NUMBER OF FEEDER PIGS PURCHASED PER FARM IN THE YEARS 1968-1970. 


Type of Size of No. of Sows Per Market Hogs Sold Feeder Hogs Sold Feeder Pigs 
Major Hog Major Hog Farm, Dec. 31 Per Farm Per Farm Purchased Per Farm 
Enterprise* Enterprise 1968 1969 1970 1968 1969 1970 1968 1969 1970 1968 1969 1970 
(No. of sows) 
Farrow to 3- 7 3 4 4 27 30 34 1 1 2 6 3 1 
Finish 8-17 8 11 11 69 79 112 5 8 5 8 18 9 
18-32 J7 23 25 159 194 250 19 20 20 16 32 27 
33-62 28 40 47 227 288 336 16 67 44 18 15 2S 
63 or more 72 83 106 804 909 1,129 82 64 23 38 WS} 102 
All sizes 18 23 27 169 200 249 15 24 16 14 21 21 
Weanling 3-17 6 8 8 10 12 9 41 44 74 1 — — 
Pig 18-32 16 23 25 10 9 17 146 175 242 - -- — 
33 or more 43 55 68 36 35 2515 516 653 3 1 1 
All sizes 24 32 38 22 22) 18 230 281 367 2 _ 1 
(No. of hogs) 
Hog 18-122 1 0 1 37 44 62 1 1 1 30 5o 60 
Finishing 123-272 2 2) 1 88 116 171 — = 3 Vi 123 197 
273 or more 3 4 2 403 459 647 — — — 368 458 714 
All sizes 2 2 2 228 263 372 — — 1 207 267 408 
All farms surveyed 16 21 24 140 163 ALN 74 93 114 55 72 105 


*The classification of enterprises on farms with mixed hog enterprises (e.g., farms that sell both weanlings and finished hogs) was 


based on the number of hogs of each category sold or purchased. 


to be followed by a later reduction. Production level 
changes can be positively identified as growth or 
temporary changes only if data are available for a 
sufficiently long time period to show whether or not the 
change is permanent. 


The data collected in the survey show production level 
changes by size and type of hog enterprise for the period 
1968-70 (Table 1). Although this period is not suffici- 
ently long to positively identify the changes that have 
occurred as either growth or temporary increases, some 
comments can be made about the likelihood of these 
changes being permanent. 


First, although average production levels increased for all 
types and sizes of hog enterprises, in absolute terms and, 
in many cases, in percentage terms this increase has been 
faster for the farms that had fairly large enterprises in 
1968 than for those that had smaller enterprises in that 
year. For example, the size groups within the three 
enterprise classifications that reported the largest per- 
centage increases in the 1968-70 period were: (1) the 
33-62 sow farrow to finish group (a 68% increase in sow 
numbers); (2) the 33 or more sow weanling pig group (a 
58% increase in sow numbers); and (3) the 123-272 hog 
finishing group (a 156% increase in the number of pigs 
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purchased). Since changes of this magnitude by farmers 
with fairly large hog enterprises typically imply the 
investment of substantial amounts in buildings and 
equipment (this is especially true of those with large 
farrowing operations), it can be expected that a sub- 
stantial share of the total production increase reported 
represents permanent growth rather than a temporary 
increase. 


The suggestion that a substantial proportion of the 
increased production reported by the farmers surveyed 
represents permanent growth is supported by aggregate 
production data for Western Canada in the period 1968 
to 1972 (Table 2). That is, it could be expected that the 
increase in production in the 1969-71 period would, 
given the very low prices in 1971, be followed by a 
substantial decline in production in 1972. In fact the 
decrease in production in 1972 was small relative to the 
increase in the 1969-71 period.’ 


The increase in size of hog finishing enterprises was, on a 
percentage basis, much larger than the increase in the 


1 : 3 

For a more complete discussion of aggregate levels of hog 
production in Canada see D.A. West and H.W. Smith, ‘‘Insta- 
bility in the Hog-Pork Industry’’, Canadian Farm Economics, 
April, 1973. 
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size of the other two enterprise types. During the 
1968-70 period the average number of feeder pigs 
purchased by the producers with hog finishing enter- 
prises increased by nearly 100 percent. Rapid pro- 
duction level increases are easier with this type of 
enterprise because the facilities required are somewhat 
simpler than are necessary for those enterprises which 
involve sow farrowings. However, since the investment in 
building and equipment is smaller for finishing enter- 
prises than for the other types of enterprises, it seems 
probable that production decreases will be more likely 
and more rapid in periods when price conditions are not 
favourable to hog production. Thus, the production level 
increases reported by farmers with hog finishing enter- 
prises may be less permanent than those reported by 
farmers with farrow to finish and weanling enterprises. 


TABLE 2. HOG MARKETINGS 
PRAIRIE PROVINCES, 1968-72 


IN THE THREE 


Total Hog Marketings 
Prairie Provinces 


(number) 
1968 3,049,784 
1969 2,747,016 
1970 3,612,818 
1971 4,644,753 
1972 4,238,522 


It should also be noted that, in the aggregate, the 
number of pigs purchased for hog finishing enterprises 
cannot exceed the number sold by those with farrowing 
operations. On a per farm basis the data collected 
indicate that the percentage increase in feeder pig 
purchases is larger than the percentage increase in feeder 
pig sales. (The smallest percentage increase in pigs 
purchased by finishing enterprise groups — 94% for the 
largest enterprise size — is greater than the largest 
percentage increase in pig sales by weanling enterprise 
groups — 80% for the smallest enterprise size.) There are 
two possible explanations for this discrepancy although 
definite proof of their validity is available. First, the 
number of weanling pig enterprises in the population 
may exceed the number of hog finishing enterprises. 
(The survey was not designed to duplicate the popu- 
lation distribution of enterprise classifications.) The 
second explanation follows from the suggestion made in 
the last paragraph that changes in production levels are 
likely to be quite rapid for hog finishing enterprises. If 
this is the case, then there could be a number of farmers 
who had hog finishing enterprises in 1968 or 1969 but 
who were out of production in 1970 and, therefore, not 
eligible for the survey. The exclusion of these farms 
would lead to the overestimation of the average increase 
in feeder pig purchases. 
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It has been suggested that much of the instability in hog 
production is caused by “‘inners and outers”, producers 
who go into hog production when prices are favourable 
and out of production when prices are unfavourable. 
One measure of the significance of “inners and outers’’ is 
provided by comparing the average years since hog 
production was started with the average number of years 
hogs have been produced (Table 3). A_ significant 
difference between these two figures would -indicate that 
a substantial number of the farmers in the group had 
been out of hog production at least once in the period 
since they first started hog production and thus would 
be classified as ‘‘inners and outers’. The only groups for 
which there is any real difference between years of 
production and years since production began are the 
smallest farrow to finish group (a difference of two 
years) and the smallest hog finishing group (a difference 
of three years). Although the data do not strongly 
support the idea that there are a lot of “inners and 
outers” in the hog industry, the data do not definitely 
disprove the hypothesis if the definition of “‘inners and 
outers” includes farmers who have only been in pro- 
duction once for a short time. With this definition there 
could be many farmers who had at one time produced 
hogs for a short time, but who were out of production in 
1970 and not eligible for the survey. 


TABLE 3. NUMBER OF YEARS SINCE HOG PRO- 
DUCTION WAS FIRST STARTED AND NUMBER OF 
YEARS HOGS HAVE BEEN PRODUCED ON FARMS 
IN ALL REGIONS. 


Ave. No. of Years Ave. No. 
Type of Size of Since Hog of Years 
Major Hog Major Hog Production Was Hogs Have 
Enterprise Enterprise First Started Been Produced 
(No. of sows) 
Farrow to 3- 7 25 23 
Finish 8-17 22 21 
18-32 15 14 
33-62 14 is 
63 or more 12 12 
All sizes 19 18 
Weanling 3-17 16 16 
Pig 18-32 12 12 
33 or more 13 12 
All sizes 14 13 
(No, of hogs) 
Hog 18-122 18 15 
Finishing 123-272 16 16 
273 or more 15 14 
All sizes 16 15 
All farms surveyed 17 16 
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Variable grain markets have frequently been cited as a 
cause of instability of livestock production in Western 
Canada. It is suggested that poor grain markets induce 
cash grain farmers to begin hog production or some 
other type of livestock production and that many of 
these farmers go out of livestock production when grain 
markets improve. In order to obtain some idea of how 
important this factor is, the farmers surveyed who 
started producing hogs in the 1967-70 period (a period 
during which grain surpluses were building up) were 
asked how much their decision to begin hog production 
was influenced by the fact that not all grain they 
produced could be sold (Table 4). 


Of the farmers interviewed who started hog production 
in the 1967-70 period, 55 percent said their decision was 
either not influenced or only slightly influenced by poor 
grain markets while 45 percent said that poor grain 
markets were either a major factor influencing their 
decision or a considerable influence on their decision. 
The influence of poor grain markets does not seem to be 
strongly correlated with size of hog enterprises, but 
there are substantial differences between the responses 
of the farmers in different enterprise groups. Poor grain 
markets were either a major influence or a considerable 
influence on the decision to begin hog production for 40 
percent of the farmers in the farrow to finish group 
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while 27 percent of the weanling pig group and 67 
percent of the hog finishing group were similarly 
influenced. 


The data presented in Table 4 support the suggestion 
made earlier that hog production levels on farms with 
finishing enterprises tend to be less stable than those on 
farms with farrow to finish or weanling pig enterprises. 
First, the percentage of producers who began hog 
production in the 1967-70 period was larger for those 
with finishing enterprises than for those with the other 
two types of enterprise (30% of those with finishing 
enterprises started production in 1967-70 versus 20% of 
these with weanling enterprises and 18% of those with 
farrow to finish enterprises). Second, the proportion of 
the producers beginning hog enterprises in 1967-70 who 
reported poor grain markets as a major or considerable 
influence on their decision was higher for those begin- 
ning finishing operations than for those beginning other 
types of hog operations. (Farmers who begin hog 
enterprises principally because of poor grain markets will 
likely seriously consider dropping these enterprises when 
grain markets improve). It should be pointed out, 
however, that even though production levels on indi- 
vidual finishing operations are quite unstable this would 
have little effect on the stability of aggregate production 
levels. Stability of aggregate production levels is tied to 
stability in the breeding herd. 
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TABLE 4. INFLUENCE OF THE FACT THAT NOT ALL GRAIN PRODUCED COULD BE SOLD ON THE DECI- 
SION TO BEGIN HOG PRODUCTION BY THOSE PRODUCERS IN ALL REGIONS WHO STARTED HOG 
PRODUCTION IN THE 1967-70 PERIOD. 


% of Farmers Beginning Production in 1967-70 


% of Farmers in the Whose Decision Was Influenced by the Fact 
Type of Size of Group Who Started That All Grain Produced Could Not Be Sold 
Major Hog Major Hog Hog Prod. in the Not at Major 
Enterprise Enterprise 1967-70 Period All Slightly Considerably Factor 
(No. of sows) 

Farrow to 3- 7 21 8 53 8 31 

Finish 8-17 17 38 8 15 39 

18-32 15 33 33 17 17 

33-62 20 45 33 22 — 

63 or more 9 50 — - 50 

All sizes 18 30 30 14 26 

Weanling 3-17 19 40 10 10 40 

Pig 18-32 19 80 20 — — 

33 or more 21 72 V/ 14 7 

All sizes 20 63 10 10 WZ 

(No. of hogs) 

Hog 18-122 30 31 15 15 39 

Finishing 123-272 31 20 — 40 40 

273 or more 30 7 11 11 61 

All sizes 30 22 11 17 50 

All farms surveyed 2a 36 19 14 31 


TABLE 5. COMPARISON OF REPORTED 1970 PRODUCTION OF WHEAT, BARLEY AND OATS WITH THE 
REPORTED USE OF THESE CROPS FOR FEED: ALL REGIONS 


Type of Size of Wheat Barley Oats 
Major Hog Major Hog Prod. Amt.Fed Amt.Fedas Prod. Amt.Fed Amt. Fedas Prod. Amt Fed Amt. Fed as 
Enterprise Enterprise 1970 1970 a%ofProd. 1970 1970 aY%ofProd. 1970 1970 aYof Prod. 


(No. of sows) (bus,/farm) (bus/farm) (bus./farm) 
Farrow to 3- 7 1,445 172 ZZ 2,391 1,041 44 2,096 1,229 59 
Finish 8-17 1,644 450 PRT) 4,003 2,202 55 2,545 1,631 64 
18-32 1,588 375 24 5,386 3,606 67 2,230 1,688 76 
33-62 1,240 1,077 87 5,413 4,918 91 3,020 2,975 99 
63 0ormore 6,257 3,423 55 20,009 16,376 82 11,561 9,403 81 
All sizes 1,876 22 38 5,361 3,779 70 3,188 2,412 76 
Weanling 3-17 1,324 120 9 1,676 778 46 1,644 Ow 67 
Pigs 18-32 949 195 21 2,023 on2 65 1,582 1,104 70 
33 or more 1,049 578 55 3,264 3,182 97 2,807 2,588 92 
All sizes 1,133 338 30 2,447 1,947 80 2,150 1,766 82 

(No. of hogs) 

Hog 18-122 1,369 341 25 3,034 UUW 37 2,662 1,446 54 
Finishing 123-272 2,678 1,120 42 6,347 2761 44 2,319 792 34 
273 or more 3,260 2,005 62 9,577 1,075 74 2,279 1,596 70 
All sizes 2,490 1,280 51 6,758 4,340 64 2,425 1,438 59 
All farms surveyed 1,803 741 41 4,838 3,376 70 2,707 1,996 74 
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DIVERSIFICATION OUT OF GRAIN PRO- 
DUCTION 


One of the reasons for interest in increased livestock 
production in the Prairie provinces is to provide indi- 
vidual farmers with an additional and, hopefully, more 
stable market for the grain they produce. To indicate the 
importance to hog producers in the Prairie provinces of 
livestock production as a market for grain, the use of 
wheat, oats and barley for feed in the calendar year 
1970 is compared with the production of those crops in 
that year (Table 5). The feed use figures reported in this 
table represent the amounts reported as fed to all types 
of livestock. Because feed use was reported on a calendar 
year basis, the percentages reported in Table 10 cannot 
be interpreted as the percent of production in 1970 that 
was used for feed, but these figures do provide a good 
indication of the importance of livestock production as a 
market for grain. Finally, the production figures report- 
ed are for 1970 — the year the LIFT program was in 
effect — and may not be those of a typical year. 


For the farmers interviewed the use of wheat for feed in 
1970 represented 41 percent of production that year, 
the use of barley represented 70 percent and the use of 
oats 74 percent of production. As the size of the hog 
enterprise increases, the use of grain for feed represents 
an increased proportion of total production, and for the 
larger farrow to finish and weanling pig enterprises the 
use of wheat, oats and barley for feed represents a very 
large proportion of the production of these crops. For 
example, the total use of wheat, oats and barley for feed 
represents 93 percent of production for the 33 to 62 
sow farrow to finish enterprise classification and 89 
percent of production for the 33 or more sow weanling 
pig enterprise classification. 


PRODUCTION EFFICIENCY 


Since Prairie hog producers must compete for markets 
with producers from other parts of the world, it is 
important that they achieve a level of production 
efficiency at least equal to that achieved by their 
competitors. The data collected in the survey do not 
provide a complete picture of production efficiency in 
the Prairie hog industry. However, they do shed some 
light both on average production efficiency levels and on 
the differences in the levels of production efficiency 
achieved by farmers with different sizes of enterprises. 


Before discussing the information on production effi- 
ciency that was gathered in the survey, it should be 
pointed out that the survey provided no information on 
feed efficiency. Feed efficiency is a very important 
measure of the efficiency of hog production because 
feed costs make up such a large proportion of total 
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costs. In the survey, farmers were asked to estimate the 
amount of each type of grain and commercial feed fed 
to hogs (and to other types of livestock) in the calendar 
year 1970. It was intended that feed use per animal be 
estimated from this data. There are two problems with 
this approach. First, farmers found it difficult to provide 
accurate estimates of the amount of grain fed to hogs 
(this was especially true for those who had livestock 
other than hogs). Second, the rapid changes in enterprise 
size that occur (Table 1) make it very difficult to obtain 
per animal feed requirement estimates from total annual 
use figures. 


Production Costs 


Although feed costs could not be estimated, information 
was collected from which estimates of building and 
equipment costs and the costs of veterinary service and 
medicine could be estimated. These two categories do 
not include all costs of hog production. However, it was 
decided to concentrate on these costs because: 


(1) they make up an important share of total costs; 
and 


(2) for the most part the other cost elements either, 


(a) can be estimated from other sources (eg., 
marketing costs), or 


(b) are of minor importance (eg. taxes), or 


(c) are very difficult for farmers to estimate (eg. 
total cost of labour) 


Building and Equipment Costs 


In the survey, farmers were not asked to estimate total 
building and equipment costs or to estimate the value of 
the buildings and equipment used in hog production. 
Rather, they were asked for a detailed description of the 
buildings and equipment used in hog production and 
then this description was used to estimate the value of 
buildings and equipment. This procedure was followed 
because: 


(1) it is sometimes difficult for farmers to estimate 
the value of buildings and equipment that are 
more than a few years old; and 


(2) it was felt that the procedure used would result 
in a more consistent set of estimates (one man’s 
estimate of the value of a given building may be 
quite different from another’s). 


In estimating the value of buildings and equipment for 
each farm, replacement values were first calculated using 
current construction and equipment costs. Price indices 
and the year of construction were then used to 
determine the original value of the buildings and 
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TABLE 6, BUILDING AND EQUIPMENT COSTS ON FARMS IN ALL REGIONS WHOSE MAJOR ENTERPRISE 
IS A FARROW TO FINISH OR A WEANLING ENTERPRISE. 


Type of Size of Ave, Annual Bldg. Ave. No. Ave. Annual Bldg. 
Major Hog Major Hog and Equip, Cost of Sows and Equip. Cost 
Enterprise Enterprise Per Farm Per Farm Per Sow 
(No. of sows) ($) ($) 
Farrow to 3- 7 422 4 105.63 
Finish 8-17 990 11 * 90.03 
18-32 1784 25 71,38 
33-62 2950 47 62.76 
63 or more 6212 106 58.61 
All sizes 1819 27 67.36 
Weanling 3-17 491 8 61,32 
Pig 18-32 862 21 41.02 
33 or more 1735 68 25,52 
All sizes 1122 38 29.52 


equipment. This original value was then used in the 
estimation of annual costs (Tables 6 and 7). 


The estimated building and equipment costs include the 
costs of all equipment used only for the hog enterprises 
(heating equipment, water systems, feed handling equip- 
ment, manure handling equipment etc.), but do not 
include the costs of equipment that may be used by 
more than one enterprise (feed processing equipment, 
manure spreaders, front end loaders, etc.). Information 
was collected which will allow the estimation of the 
annual costs of equipment used in more than one 
enterprise, but additional information is needed before 
these costs can be allocated among enterprises. 


In calculating the per sow and per hog costs reported in 
Tables 6 and 7, no allowance was made for the fact that 
some feeder pigs are purchased for finishing by farmers 
whose main enterprise is a farrow to finish or weanling 
pig enterprise and that some sows are kept by farmers 


TABLE 7. BUILDING AND EQUIPMENT COSTS ON 
FARMS IN ALL REGIONS WHOSE MAJOR HOG 
ENTERPRISE IS A HOG FINISHING ENTERPRISE. 


Size of Ave. Annual Ave. No. Ave. Annual 

Hog Finishing Bldg. and Equip. of Hogs Bldg. and Equip. 

Enterprise Cost Per Farm Per Farm* Cost Per Hog 

(No. of hags) ($) ($) 
18-122 463 60 ThE 

123-272 812 197 4.12 

273 or more 2536 714 3.05 

All sizes 1555 408 3.81 


*That is, average number of feeder hogs purchased in 1970, 
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whose main enterprise is a hog finishing enterprise. As a 
result, the per animal costs are slightly overestimated. 


Using the pigs per litter and death loss figures reported 
by the farmers interviewed, the average per sow costs of 
$67.36 for farrow to finish enterprises and $29.52 for 
weanling pig enterprises are $4.99 per hog produced for 
farrow to finish enterprises and $2.03 per weanling 
produced for the weanling pig enterprises.” After 
accounting for reported death loss, the cost per hog 
marketed is equal to $3.99 for hog finishing enterprises. 


For all three enterprise types, per animal building and 
equipment costs decline substantially as the size of the 
enterprise increases. In fact, the cost for the largest 
weanling pig and hog finishing enterprise groups are less 
than one-half the cost of the smallest enterprise groups. 
The cost for the largest farrow to finish enterprise group 
is just over one-half of the cost for the smallest 
enterprise group. 


Veterinary and Medicine Costs 


Averages of the reported annual costs of veterinary 
service and medicine together with estimated cost per 
animal are presented in Tables 8 and 9. As with building 
and equipment costs, per animal costs are slightly 


2 Costs per market hog and per weanling pig could also be 


estimated by dividing annual costs per farm by the number of 
hogs or pigs sold in that year. For a year in which enterprise 
size is increasing (as it was in 1970), the estimates obtained 
using this procedure would be too high because the costs per 
farm include the cost of facilities added in the year while the 
first lot of pigs using the new facilities would not be sold until 
the following year. Similarly, per animal cost estimates based 
on pigs purchased are more accurate for hog finishing enter- 
prises than are estimates based on the number of hogs sold. 
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TABLE 8. COST OF VETERINARY SERVICE AND MEDICINE ON FARMS IN ALL REGIONS WHOSE MAJOR 
HOG ENTERPRISE IS A FARROW TO FINISH OR A WEANLING PIG ENTERPRISE. 


Type of Size of Ave. Annual Vet. Ave. No. Ave. Annual Vet. 
Major Hog Major Hog and Med. Cost of Sows and Med. Cost 
Enterprise Enterprise Per Farm Per Farm Per Sow 
(No. of sows) ($) ($) 
Farrow 3- 7 23 4 5.79 
to Finish 8-17 64 11 5.79 
18-32 135 25 5.42 
33-62 226 47 4.81 
63 or more 806 106 7.61 
All sizes 163 27 6.03 
Weanling 3-17 29 8 3.61 
Pig 18-32 119 21 5.65 
33 or more 307 68 4.52 
All sizes 171 38 4.51 


overestimated because no allowance was made for: (1) 
the feeder pigs purchased and finished by farms with 
farrow to finish and weanling pig enterprises; and (2) the 
sows kept by farms with hog finishing enterprises. 


Unlike the cost of buildings and equipment, the 
per animal cost of veterinary service and medicine does 
not tend to decrease as the size of the hog enterprise 
increases. The data show little correlation between size 
of enterprise and per animal cost of veterinary service 
and medicine. For example, within enterprise types 
veterinary and medicine costs are highest for the largest 
farrow to finish enterprise, highest for the medium size 
weanling pig enterprises and highest for the smallest hog 
finishing enterprises. 


Pigs per Litter and Litters per Year 


Two related factors affecting efficiency in hog pro- 
duction are the number of litters per sow per year and 
the number of pigs farrowed per litter (Table 10). Most 


TABLE 9. COST OF VETERINARY SERVICE AND 
MEDICINE ON FARMS IN ALL REGIONS WHOSE 
MAJOR HOG ENTERPRISE IS A HOG FINISHING 
ENTERPRISE. 


Size of Hog Ave. Annual Ave. No. Ave. Annual 
Finishing Vet. and Med. of Hogs Vet. and Med. 
Enterprise Cost Per Farm Per farm* Cost Per Hog 
(No. of hogs) ($) ($) 
18-122 26 60 0.43 
123-272 51 197 0.26 
273 or more 283 714 0.40 
All sizes 159 408 0.39 


*That is, average number of feeder pigs purchased in 1970. 
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of the farmers interviewed produce two litters per sow 
per year, although 39 percent of the farmers with very 
small farrow to finish enterprises reported only one litter 
per year. The farmers interviewed reported an average of 
8.7 live pigs farrowed per litter. There is virtually no 
variation in the reported pigs per litter for different sizes 
of weanling pig enterprises, but the number of pigs per 
litter reported by farmers with medium and large farrow 
to finish enterprises is slightly larger than the number 
reported by farmers with smaller farrow to finish 
enterprises. 


TABLE 10. PERCENT OF FARMERS REPORTING 
TWO LITTERS PER SOW PER YEAR AND NUMBER 
OF LIVE PIGS FARROWED PER LITTER ON FARMS 
IN ALL REGIONS. 


% of Farmers No. of 
Type of Size of Reporting Two Live Pigs 
Major Hog Major Hog Litters Per Farrowed 
Enterprise Enterprise Sow Per Year Per Litter 
(No. of sows) 
Farrow to Sua, 61 8.5 
Finish 8-17 89 8.4 
18-32 82 8.9 
33-62 89 9.1 
63 or more 100 8.8 
All sizes 82 8.7 
Weanling 3-17 82 8.9 
Pig 18-32 82 8.8 
33 or more 96 8.8 
All sizes 88 8.8 
All farms surveyed* 85 8.7 


*The figures for all farms in the region include data from those 
hog finishing farms that had sows, 
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Death Loss 


Another measure of hog production efficiency is the 
proportion of the pigs born or purchased that die before 
they are ready for market. In the survey, farmers were 
asked to estimate the number of death losses on their 
farms in 1970. From these figures, losses per sow were 
estimated for farrow to finish and weanling enterprises 
and losses per feeder pig purchased were estimated for 
hog finishing enterprises (Tables 11 and 12). 


The per hog death losses for hog finishing operations 
show a trend towards lower death losses as enterprise 
size increases (Table 12). The per sow figures for farrow 
to finish and weanling pig operations do not show such a 
clear cut trend even though the losses on those farms 
with the largest enterprises are, for both enterprise 
types, substantially below those for the other enterprise 
sizes (Table 11). These per animal death loss figures are 
slight overestimates, as were the per animal cost esti- 
mates, because no allowance was made for those farms 
with mixed hog enterprises. 


TABLE 11. DEATH LOSS PER SOW ON FARMS IN 
ALL REGIONS WHOSE MAJOR HOG ENTERPRISE 
IS A FARROW TO FINISH OR A WEANLING PIG 
ENTERPRISE. 


Type of Size of Annual 
Major Hog Major Hog Death Loss 
Enterprise Enterprise Per Sow 
(No. of sows) (No. of pigs) 
Farrow to 3- 7 2.75 
Finish 8-17 2.64 
18-32 2.36 
33-62 2.66 
63 or more 1.92 
All sizes 2e3S 
Weanling 3-17 PY TASS 
Pig 18-32 2.86 
33 or more 1.87 
All sizes 2.00 


Grade Distribution 


The final factor relating to production efficiency for 
which data were collected in the survey is the quality of 
market hogs produced as measured by the grade distri- 
bution of hogs sold. Farmers with farrow to finish and 
hog finishing enterprises were asked to estimate the 
proportion of slaughter hogs sold that graded 105 or 
better, between 99 and 104, and 99 or less. These 
estimates were then weighted by the number of hogs 
sold to obtain the average grade distribution for each 
enterprise group (Table 13). 
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TABLE 12. DEATH LOSS PER HOG PURCHASED ON 
FARMS IN ALL REGIONS WHOSE MAJOR HOG 
ENTERPRISE IS A HOG FINISHING ENTERPRISE 


Size of Death Loss Per 
Hog Finishing Feeder Pig 
Enterprise Purchased 
(No. of Hogs) (No, of pigs) 
18-122 0.067 
123-272 0.051 
273 or more 0,042 
All sizes 0.044 


Farmers with large hog enterprises in general reported 
better grades than were reported by farmers with smaller 
enterprises. This is more evident for farrow to finish 
operations than for hog finishing enterprises. The 
difference between the two enterprise types is probably 
at least partially explained by the fact that the range of 
enterprise sizes is greater for the hog finishing classifi- 
cations than for the farrow to finish classifications. 


SUMMARY 


This brief examination of the hog industry in the Prairie 
provinces has been directed at four related issues: 
growth in hog production, stability of production, 
diversification out of cash grain production and effi- 
ciency of production. 


Because the data presented on the size of enterprise were 
only available for a three year period, it is difficult to 


identify the increases in production that occurred either 


TABLE 13. GRADE DISTRIBUTION FOR SLAUGH- 


TER HOGS MARKETED BY FARMSIN ALL REGIONS 


Type of Size of Percent of Hogs Sold that Graded 
Major Hog Major Hog 105 or Between99 and 99 or 
Enterprise Enterprise Better 104 inclusive Less 
(No. of sows) 
Farrow to 3- 7 9 53 38 
Finish 8-17 9 65 26 
18-32 14 66 20 
33-62 17 68 14 
63 or more 24 63 13 
All sizes 18 65 17 
(No. of hogs) 
Hog 18-122 ci 51 38 
Finishing 123-272 8 57 35 
273 or more 16 59 25 
All sizes 15 59 26 


All farms surveyed 7 62 21 
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as permanent growth or as temporary increases. 
However, much of the increase occurred on farms with 
large hog enterprises. This increase is likely to be 
permanent because of the large investments in buildings 
and equipment associated with production increases on 
farms with large enterprises. 


Two factors frequently cited as causes of instability in 
hog production in the Prairies are: 


(1) Producers who begin hog production when 
prices are favourable and go out of production 
when prices are unfavourable; and 


(2) the variability of grain markets. 


The data presented do not support the suggestion that 
there are many producers who go in and out of hog 
production, but the hypotheses could not definitely be 
disproved. The suggestion that variability in grain 
markets are on important cause of instability in hog 
production is supported as nearly one-half of the farmers 
interviewed who began production in the 1967-70 
period reported that poor grain markets were either a 
major or considerable influence on their decision to 
begin production. 


Farmers who produce livestock have a market for the 
grain they produce that is not available to cash grain 
farmers. For the farmers interviewed, the market for 
grain provided by livestock production is very impor- 
tant. The use of wheat for feed in 1970 represented 41 
percent of production in that year, the use of barley 
represented 70 percent and the use of oats 74 percent. 


In general, the survey data indicate that farmers with 
large hog enterprises are more efficient than those with 
small enterprises. The data suggests that compared to 
farmers with small hog enterprises, farmers with large 
enterprises: 
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(1) have lower building and equipment costs; 


(2) are more likely to produce two litters per sow 
per year; 


(3) have lower death losses; and 


(4) produce higher quality hogs. 


The evidence for a larger number of pigs per litter for 
large enterprises than for small enterprises is less 
conclusive. In addition, there is no evidence of lower 
veterinary and medicine costs on farms with larger 
enterprises. 


If, as suggested, hog production on farms with large 
enterprises is more efficient than on farms with small 
enterprises, then the proportion of total production that 
is produced by farms with large enterprises is likely to 
continue to increase in the future. If this occurs, 
aggregate production levels are likely to be more stable 
because, as has already been pointed out, the relatively 
large building and equipment investment on farms with 
large enterprises causes production levels on these farms 
to be more stable. 


Plans for Further Study of Hog Production 


This article does not provide a complete picture of the 
hog industry in the Prairie region. The total set of data 
collected in the survey does provide a more detailed 
description of hog production in the Prairies. Much of 
this information will be made available in the near 
future. In addition, the survey data will be used in a 
larger study of production adjustment at the farm level. 
In this later study an attempt will be made to determine 
the adjustments in production levels and enterprise 
combinations that farmers are likely to make in response 
to changes in livestock and feed prices and to changes in 
government policies. 
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MILK QUOTAS: 


V. McCormick * 


INTRODUCTION 


Milk marketing in Canada today is a highly complex 
system, involving federal and provincial authority for 
regulating, licensing, sanitary controls, milk quotas, a 
complicated pricing structure, subsidies, imports and 
exports, Perhaps the least understood of all the links in 
the marketing chain is the quota system. 


Webster’s dictionary defines quota as “‘the share or 
proportion assigned to each in a division or to each 
member of a body” and also as “the number or amount 
constituting a proportional share.” A marketing quota is, 
in effect, the opportunity to a share of a particular 
market at a particular price. 


At the present time there are three distinct producer 
quota plans operating in milk marketing areas in Canada 


- fluid milk quotas, subsidy eligibility quotas and 
market-share quotas. 


FLUID MILK QUOTAS 
History 


Quotas on the amount of milk marketed have been used 
in fluid milk markets for several decades. The first quota 


*Veronica McCormick is an Outlook economist with the 
Marketing and Trade Division of the Economics Branch. 
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WHAT DO THEY MEAN? 


Quota negotiability in both fluid and industrial milk 
markets have allowed producers to plan the size of their 
operations which is very important for commercially 
oriented producers who now supply the major portion 
of Canada’s total milk requirements, 


arrangements were introduced in certain milksheds in 
the United States in the 1920’s, but were not generally 
adopted in Canada until the mid-1930’s. 


The original purpose of fluid milk quotas was to reduce 
seasonal variation in production and, thus, supply 
year-round demand. Quotas help to compensate the 
producer for the higher costs, such as feeding, 
management and capital, involved in producing a 
constant supply of high quality milk on a year-round 
basis. Historically, producers have received higher prices 
for quota milk than for over-quota or surplus milk. 


The marketing of fluid milk (for fresh consumption) in 
Canada is under provincial jurisdiction. Provincial milk 
control legislation, established in the 1930’s, set out to 
stabilize prices, both to the producer and the consumer. 
The provincial milk Acts and the regulations under them 
provide for licensing, milk quality, fluid milk prices, 
minimum sanitary standards, milk quotas, etc. 


Market or Plant Quotas 


Quotas for milk qualifying for fluid use are administered 
by Milk Control Boards or similar agencies and are 
generally allocated on a market area basis, but in some 
areas they are allocated on an individual plant basis. A 
market area may encompass an entire region. A quota 
for a fluid market is initially determined by the expected 
requirements, plus a reasonable reserve for a specified 
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time period, 12 months, 6 months, etc., for that 
particular market. This is determined by assessing the 
needs of all the dairies in the market. In some markets 
the quota is based on fluid milk requirements plus other 
dairy requirements such as fresh fluid cream, ice cream, 
cottage cheese, etc. 


Quotas based on a market area basis are designed to 
provide for adjustment of resources in milk production 
and marketing, an equitable pricing structure to 
producers and equity among plants within the market. 


If the quota is based on an individual plant and that 
plant is increasing its volume of sales, producers will 
likely receive higher quotas over time, but if sales are 
decreasing, the situation is reversed and the producers’ 
quotas are reduced, 


The Producers’ Quota 


After the milk board or other agency makes an estimate 
of the total fluid milk requirements for a market, each 
producer is assigned his quota which reflects his propor- 
tional share of the total market. Individual marketing 
quotas are based initially on the production performance 
of farmers during a representative period and adjusted, 
usually yearly, as required. Quotas are generally 
expressed in pounds of milk delivered to a plant per day. 
When the Ontario Milk Marketing Board established the 
Group Pooling system in 1967, the fluid milk producer’s 
quota in Southern Ontario was set on the basis of his 
average daily sales for the period August 1965 to July 
1966, excluding sales in the months of April, May and 
June. In British Columbia the period for establishing 
producer’s quota is “the four months of any calendar 
year in which the average daily production of qualifying 
milk was the lowest during that year.” 


Negotiability 


In fluid markets under milk control board orders in 
Canada, quotas may be transferred to other licensed 
producers, or parts of the quota are transferable to other 
licensed producers, as in Ontario and Manitoba. They are 
also negotiable (may be sold). Negotiability allows a 
producer to expand or contract his milk deliveries or 
allows a new producer to enter the market without 
affecting the total milk supply in that market. 


In Ontario, when a producer’s quota is transferred, the 
Ontario Milk Marketing Board retains 25 percent of that 
quota to provide for graduated entrance to the system. 
The Board may also acquire quota by a penalty (quota 
reduction) on producers who fail to deliver 90 percent 
of their daily quota for each of two consecutive months. 
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Producers may purchase additional fluid quota rights, 
which vary in cost by market and region, according to 
supply and demand. (In markets where expansion is 
occurring, additional quotas may be issued free to 
existing producers on a pro-rata basis). Group I pool 
quotas in Southern Ontario in August 1973 had an 
average value of $15.01 per pound of milk with values 
ranging from a low of $10.00 per pound to a high of 
$20.00 per pound. This means that a fluid producer 
who paid $15.00 per pound for quota rights would pay 
$1,500 for the right to deliver daily an extra 100 pounds 
of milk. At August, market prices ($7.90 for fluid, $5.23 
blend for industrial) and assuming producer prices and 
costs remain constant it would take this producer about 
18 months to break even on his additional investment. 


Fluid milk quota values traditionally have been relatively 
high in British Columbia and relatively low in the 
Atlantic Provinces, Fluid quota values declined sub- 
stantially in all provinces in the second half of 1973 
from earlier levels. The decline in values partly reflects 
the current high costs of producing milk in relation to 
the market prices. In some areas, producers will be 
receiving all the additional quota they require at no 
extra costs as the result of normal market expansion. 
Quota values over time tend to become capitalized into 
production costs as quota rights are sold by original 
recipients to new shippers. 


Entry of Qualifying Milk Producers into Fluid 
Market 


In order to allow industrial milk producers in Ontario 
who: produce milk that meets fluid sanitary standards 
into the fluid market, a graduated entry program was 
instituted by the Ontario Milk Marketing Board. A quota 
is allocated to a graduated entrant on the basis of his 
industrial milk deliveries during the base period (as 
established by the Board) and divided by five. In the 
first year the graduated entrant would be allowed 20 
percent of his total quota deliveries into the fluid 
market; in the second year the quota would be 40 
percent, etc. To qualify for free allocation of quota 
under the graduated entry system, a producer is required 
to meet certain production and sanitary standards and 
must have been a milk producer prior to and conti- 
nuously since July 1, 1968. Similar arrangements exist in 
Quebec and British Columbia. 


Classified Pricing 
Plants pay different prices for milk in accordance with 
the manner in which they use it. Milk used for fluid 


purposes is placed in the highest price class. However, 
producers are usually not paid the top price for all their 
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quota milk, as the quota should allow for a reserve. In 
Ontario, for example, producers receive the top fluid 
price for about 85 percent of quota allocations. Cream 
for fluid use is in a lower priced class, followed by milk 
for the various manufactured products. The classifica- 
tion procedure varies from market to market, or region, 
depending on local market conditions. 


Fewer Inequities in System 


Over the years many inequities have existed regarding 
allocation of quotas, market agreements on pricing of 
fluid milk for dairy requirements, quality standards, etc., 
but these inequities are being reduced gradually, and 
many are being eliminated as milk marketing becomes 
more sophisticated. Milk pooling systems, whereby 
payments made for different class prices are averaged 
and each producer in the group covered by the pool 
receives payment on the same basis, are eliminating price 
inequalities in several markets. 


SUBSIDY ELIGIBILITY QUOTAS 


In an effort to raise producer returns, the Federal 
Government, through the Canadian Dairy Commission, 
established subsidy eligibility quotas for industrial milk 
and cream in the dairy support year 1967-68. This 
entitled producers to receive the federal government 
subsidy of $1.21 per 100 pounds of milk, and an 
equivalent amount for butterfat in cream. The subsidy 
has remained in effect but the amount has changed from 
time to time. 


The current (1973-74) subsidy rate was established April 
1, 1973 at $1.45 per 100 pounds of industrial milk 
testing 3.5 percent butterfat. 


To finance the disposal of surplus dairy products (largely 
skim milk powder) into export markets, a holdback 
from subsidy payments was made. The holdback has 
varied according to domestic prices and the prices 
received on world markets. In 1973-74, the holdback is 
10 cents per 100 pounds of industrial milk. 


In 1967-68, the first year of the subsidy eligibility quota 
program, the quota of an individual producer was equal 
to his milk deliveries in the previous dairy year. 
Producers who delivered less than 50,000 pounds of 
milk, or equivalent in cream, had an opportunity to 
expand their production by an open quota arrangement 
of up to 50,000 pounds of milk or the equivalent in 
cream. The following year, 1968-69, the very small 
producers (those who had deliveries of less than 12,000 
pounds of milk or 420 pounds of butterfat in 1967-68) 
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were not eligible for a subsidy quota. However, the 
Federal Government made a phasing-out payment to 
those producers who were excluded from subsidy in 
1968-69 equal to the subsidy rate on their previous 
year’s deliveries. In 1971-72, producers whose quotas 
had been previously withdrawn were re-instated if their 
deliveries were 420 pounds or more of butterfat in the 
dairy year. 


The subsidy eligibility quota was a first step in an 
attempt to keep total Canadian milk production in line 
with domestic market requirements on a butterfat basis. 
However, when Canadian butterfat requirements are met 
from domestic production, the result is a very substan- 
tial surplus of skim milk powder, which must be 
exported, usually at lower than domestic prices. 


When the subsidy quotas were first introduced, they 
were tied to the herd. An individual farmer could apply 
for a quota reallocation if he purchased a farm and herd, 
or a herd, from a quota holder who surrendered his 
quota to the Canadian Dairy Commission, There was 
also a ceiling on the quota as the reallocation could not 
bring the maximum total quota for the buyer above 
300,000 pounds of milk or 10,500 pounds of butterfat. 


Since they were introduced in 1967-68, individual 
subsidy quotas have changed drastically, reflecting the 
substantial impact of adjustment through reallocation 
which is occurring each year - about 10 percent of the 
global quota is transferred annually between producers. 


There is currently an upper limit of 700,000 pounds of 
industrial milk (or 24,500 pounds of butterfat) per farm 
operation which is eligible for subsidy in the dairy year. 
(This is the equivalent of 70 cows with an average annual 
yield of about 10,000 pounds of milk). In provinces 
where fluid milk pools admit qualifying industrial milk 
producers, fluid producers are eligible for subsidy on a 
portion of their deliveries. The amount eligible for 
subsidy depends on the nature of the pooling arrange- 
ment. The industry has been requesting that the 
Canadian Dairy Commission make an upward adjust- 
ment on the limit of individual quotas to conform to the 
scale of operation of the larger producers. These limits 
have been and continue to be under review. 


At the time the subsidy quotas were introduced, there 
was a problem of over-production. During the current 
downturn in the production cycle the main object of the 
subsidy program has been to bring milk production up 
to the level of demand, thus incentives to production are 
more important than controls. 
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Temporary Subsidy 


On August 1, 1973, a temporary subsidy of 56 cents per 
hundred pounds of milk (or cream equivalent) was 
provided to producers on all quota deliveries of 
industrial milk. This includes fluid producers under 
market-sharing quota. In provinces not under the 
market-sharing quota, the temporary subsidy is paid to 
fluid producers on all shipments in excess of 125 percent 
of fluid sales. The new temporary subsidy was intro- 
duced to encourage increased milk production, in 
consideration of unusually high feed costs and other 
factors. 


MARKET SHARING QUOTAS 
Why They’re Necessary 


The weakness in the subsidy eligibility quota as a means 
to equate supply with demand was the fact that the 
Federal Government had no direct jurisdiction over 
surplus fluid milk, this being a provincial responsibility. 
However, the Federal Government, through the 
Canadian Dairy Commission subsidized the export of 
surplus dairy products, which was financed at that time 
mostly from holdbacks from subsidy payments to 
industrial milk producers. There was no practical way of 
collecting levies from fluid shippers. After considerable 
discussion between provincial marketing agencies in 
Ontario and Quebec and the Canadian Dairy 
Commission, a comprehensive milk marketing plan was 
agreed to in January 1971. 


This plan brought into effect a market-sharing system 
for industrial milk and that portion of milk produced by 
fluid producers which is used for manufacturing 
purposes. The arrangements with respect to milk 
deliveries in Ontario and Quebec had started December 
P1970, 


The agreement also applied to cream producers in 
Quebec but Ontario cream producers did not enter the 
plan until April 1, 1971. Prince Edward Island, Alberta, 
Saskatchewan and Manitoba entered into the program at 
a later date. British Columbia joined the plan, effective 
October 1, 1973. Nova Scotia and New Brunswick had 
not joined the market-sharing plan as of November 1, 
1973. Nova Scotia and New Brunswick are preparing to 
negotiate for entry into the plan. 


Basis of Producer’s Quota 
Under the market-sharing arrangement each producer 


received a market-sharing quota based on his deliveries in 
the year preceeding entry into the plan or on his subsidy 
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eligibility quota if that was greater than his deliveries. 
The levy rate (for export assistance) on within-quota 
deliveries under the market-sharing plan was the same as 
the holdback for within-quota deliveries under the 
subsidy eligibility quota. However, the penalties for 
over-quota deliveries under the market-share plan were 
considerably greater. The current (1973-74) levy or 
holdback on milk shippers’ delivery quotas is 10 cents 
per 100 pounds of milk. In provinces where market- 
sharing arrangements are in effect, the levy on milk 
deliveries in excess of market-sharing quota is $1.50 per 
100 pounds of milk. In provinces not under the 
market-sharing plan, the holdback is $1.05 per 100 
pounds of milk. 


In brief, the subsidy eligibility quota refers to a share of 
the federal subsidy; the market-sharing quota refers to a 
share of the market. Fhe same amount of levy or 
holdback’ for export assistance is deducted from each 
group of producers for deliveries within their quota 
allocations. Penalties (levies) for over-quota deliveries are 
greater for market-sharing quotas than for subsidy 
eligibility quotas. However, about 95 percent of the 
industrial milk and cream sold in Canada is now under 
the market-sharing arrangement. In the provinces not 
under market-sharing, a large percentage of total delive- 
ries is utilized for fluid market requirements. 


Shortly after the market-sharing quota program became 
effective, the Canadian Dairy Commission established a 
new arrangement for reallocating subsidy eligibility 
quotas between producers, The new marketing quotas 
became freely negotiable and the subsidy eligibility 
quota, which previously had been attached to the herd, 
could be reallocated along with the market-sharing 
quota. If a producer releases all or part of his market- 
sharing quota to another, the subsidy eligibility quota is 
attached to the market-sharing quota and is transferred 
with it. 


If a producer’s market quota is larger than his subsidy 
quota, he may release the difference in market quota 
without releasing any subsidy quota. If he releases his 
entire market quota, he must also release his entire 
subsidy quota. There is a minimum amount (420 pound 
of butterfat) which can be transferred between 
producers. The market quotas are administered by 
provincial boards, and the subsidy quotas by the 
Canadian Dairy Commission. 


1 The term “holdback” refers to deductions made directly from 
the subsidy payments by the Canadian Dairy Commission in the 
provinces not under market-sharing, “‘Levy”’ refers to deductions 
made from the “producers” returns from the market and 
remitted by provincial producer agencies to the Canadian Dairy 
Commission, 
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In Nova Scotia and New Brunswick, where the market- 
sharing plan is not in effect, the subsidy eligibility quota 
is still tied to the herd and must move with it. 


There are provisions for quota reallocation to a new 
shipper. The present provision under the market-sharing 
arrangement is for a minimum of 100,000 pounds of 
milk (or 3,500 pounds of butterfat) for milk shippers 
and 1,750 pounds of butterfat for cream shippers. The 
minimum under the subsidy eligibility quota is 12,000 
pounds of milk or 420 pounds of butterfat. 


Market-sharing quotas, although negotiable, have a much 
lower transfer value than fluid milk quotas. Market- 
sharing quotas, with subsidy eligibility quota attached, 
have been selling in Ontario in the 1973-74 dairy year at 
an average value of around 85 to 95 cents per 100 
pounds of milk. Values reported ranged as low as 50 
cents per 100 pounds. The relatively low values largely 
reflect the fact that the globial market-sharing quota is 
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not a constraint on total production of industrial milk. 
Insufficient market-sharing quotas without subsidy 
quota attached have been transferred this year to date in 
Ontario to establish a valid trading value. 


SUMMARY 


One of the main criticisms of milk quotas has been that 
they tend to retard reallocation of producers, There 
appears to be little indication that quotas have retarded 
consolidation of farm units. Quota negotiability in both 
fluid and industrial milk markets have allowed producers 
to plan the size of their operations, which is becoming 
more and more important for commercially oriented 
producers who now supply the major portion of 
Canada’s total milk requirements. 


Canada was the first major milk producing country in 
the World to initiate measures to adjust total milk 
production to domestic needs on butterfat basis via 
individual delivery quotas. 
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POLICY AND PROGRAM DEVELOPMENTS IN CANADA 


AGRICULTURAL PRODUCTS MARKETING ACT areas of the province, and premium rates and coverage 


(Alberta Egg Order) 


The Alberta Egg and Fowl Marketing Act of Alberta is 
authorized, in relation to the powers granted under the 
laws of Alberta in respect to the marketing of eggs in 
provincial, interprovincial and export trade, to make 
orders fixing, imposing and collecting levies or charges 
from persons situated in Alberta and engaged in the 
marketing of eggs. This money will be used for the 
Commodity Board’s purposes, including the creation of 
reserves and the payment of expenses and _ losses. 
(August 21, 1973) 


(Nova Scotia Hog Order) 


The Natural Products Marketing Act of Nova Scotia is 
authorized to regulate the marketing of hogs in provin- 
cial, interprovincial and export trade. The Commodity 
Board is authorized to make orders fixing levies or 
charges and imposing them upon and collecting them 
from persons engaged in the marketing of hogs. 
(September 4, 1973) 


(Saskatchewan Hog Order) 


The Saskatchewan Hog Marketing Commission is author- 
ized to regulate the marketing of hogs in interprovincial 
and export trade and for such purposes may, with 
respect to persons and property situated within the 
Province of Saskatchewan, exercise all or any powers 
like the powers exercisable by it in relation to the 
marketings of hogs locally within that Province under 
the Natural Products Marketing Act, 1972 and any plan 
for the marketing of hogs. (September 18, 1973) 


(Customs Tariff Imports of Sweet Cherries and 
Greenhouse Tomatoes) 


The Surtax Order on the imports of sweet cherries and 
greenhouse tomatoes has been revoked. The import of 
these items, respectively tariff items 9203-1 and 8724-1, 
do not represent serious injury to Canadian producers of 
like or directly competitive products. 


CROP INSURANCE ACT 


(Province of Saskatchewan) 


In Schedule A of the Crop Insurance Agreement for 
1971-72, insurance coverage is extended to additional 
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levels are adjusted. For 1972-73, this Agreement is 
amended to provide insurance coverage of up to 70 
percent of the long-term average on spring wheat, durum 
wheat, oats and barley and, further, Schedule A of this 
Agreement is amended to extend insurance coverage to 
all remaining areas of the province and to adjust 
premium rates and coverage levels. (August 21, 1973) 


(Province of Nova Scotia) 


The Crop Insurance Agreement is amended and now 
applies to peas and beans for processing. The Province of 
Nova Scotia will pay 25 percent of the necessary 
premiums. (September 4, 1973) 


AGRICULTURAL PRODUCTS CO-OPERA- 
TIVE MARKETING ACT 


(Ontario Bean Order) 


The Ontario Bean Producers’ Marketing Board agrees to 
market on a co-operative plan such beans containing not 
more than 2 percent damage or more than 18 percent 
moisture produced in the Province of Ontario in 1973 
and delivered for its accounts on the basis of two pools, 
one pool for yellow-eye beans and one pool for pea 
beans, established according to the grades, No. 1 Canada 
Eastern Yellow-eye Beans and No. 1 Canada Eastern Pea 
Beans. The Board will pay to primary producers of beans 
delivered to it for pooling in accordance with the terms 
of this agreement, an initial payment of $5.76 per 
hundredweight for the grades designated above. 
(September 11, 1973) 


FLOOD AID APPROVED 


The federal government is prepared to enter into 
negotiation with the province of Ontario to develop an 
agreement under which the federal government would 
match provincial funds in the rebuilding of dikes along 
Lake Erie and Lake St. Clair to protect about 45,000 
acres of valuable agricultural land from high water and 
storms. The estimated federal contribution is 
$7,312,500 or 45 percent of the total cost for the 
projects primarily in Kent and Essex counties. The 
federal government has already spent $1,215,000 
towards the rebuilding of dikes in Harwick, Pelee and 
Mersea Townships. 
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CONSUMER MILK SUBSIDY 


To contain and roll back milk prices, the federal 
government intends to pay a consumer subsidy of five 
cents a quart on fluid milk. The amount of roll back 
possible may vary from province to province and will 
depend upon the results of negociations. Once fixed the 
price must remain at that level for 12 months. There will 
also be a 20-cents-per-pound subsidy on skim milk 
powder marketed in consumer size packs. The new 
subsidy will cost about $108 million. Agreements have 
been reached with the provinces of Quebec, Saskatche- 
wan and Nova Scotia. In Quebec, the price of milk has 
been reduced by four cents a quart from the previously 
announced level. The price per quart is now 34 cents. In 
Saskatchewan, the price has been reduced by three cents 
a quart; it is now 36 cents a quart instead of 39 cents. 
Nova Scotia has reduced the price of milk from 41 to 39 
cents a quart. In Ontario, the price has been reduced 
from 49 cents a quart to the base price of 45 cents. 
Alberta will reduce the price of milk by five cents a 
quart, from 40 cents to 35 cents. British Columbia has 
agreed to reduce the price of milk to the consumer by 
four cents a quart. 


FEDERAL-PROVINCIAL MEETING 


“The federal and provincial ministers of Agriculture 
recently met in Ottawa at the invitation of Prime 
Minister Trudeau. The provinces welcomed federal initi- 
atives to improve price and income stability for farmers, 
which will in turn encourage orderly increases in food 
supplies, assuring consumers of an adequate food supply. 
In order to provide a basis upon which stabilization 
programs could be developed, principles that might be 
embodied were discussed, including: 


(a) recognition of competitive advantage; 


(b) equating of new programs with Canada’s declara- 
tion of intent to further reduce barriers to trade; 


(c) reduction of uncertainty through forward pricing 
mechanisms, such as longer-term production contracts 
and sales agreements; 


(d) financial involvement of producers, where 
possible, in stabilization programs; 
(e) the equal application of stabilization programs to 


all producers of a commodity.” 


The provinces agreed to further discuss specific pro- 
posals put forward by federal Agriculture Minister 
Eugene Whelan. 


CANADA-QUEBEC AGREEMENT ON SMALL 
FARM DEVELOPMENT PROGRAM 


“Federal Agriculture Minister, Eugene Whelan and 
Quebec Agriculture Minister, Normand Toupin have 
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signed an agreement to implement the Small Farm 
Development Program in the province of Quebec.” ‘“‘The 
objectives of the Canada-Quebec agreement are to: 


- develop the family farm with improved structure 
and with income level comparable to other sectors; 


- improve conditions for people affected by the 
consolidation of structures in agriculture; 


- combine the efforts of both levels of government to 
achieve optimum efficiency in solving small farm 
problems.” 


SPECIAL TRANSPORTATION ASSISTANCE 


In addition to payments made under the Feed Grain 
Transportation and Storage Assistance Regulations, the 
Canadian Livestock Feed Board has been authorized to 
make payments for the benefit of livestock feeders in 
amounts equal to the difference between actual trans- 
portation costs of feed grain transported during the 
national railway strike and the fifteen days following, 
and the transportation costs that would have been 
incurred if the feed grain had been shipped over the least 
transportation cost routes during that period. 


CATTLE TARIFF REIMPOSED 


On September 21st, the federal government reimposed a 
tariff of 1.5 cents a pound on live cattle and three cents 
a pound on beef moving into Canada. This is in response 
to a flood of United States cattle and beef coming into 
Canada which threatens to seriously disrupt the 
Canadian cattle industry due to a downward pressure on 
prices to producers. 


FRUIT AND VEGETABLE STORAGE CON- 
STRUCTION ASSISTANCE PROGRAM 


This program is intended to encourage construction of 
storage facilities suitable for preservation of perishable 
fruit and vegetables over an extended period of time. 
Assistance groups such as agricultural producer associ- 
ations, co-operatives or boards engaged in producing, 
storing and marketing of fruit and vegetables will be 
eligible for assistance. The policy is to provide assistance 
of one-third of the total cost of construction to a 
maximum payment of $500,000. Application for assist- 
ance under the program will be available from the Fruit 
and Vegetable Division, Agriculture Canada, Ottawa, 
K1A 0CS. 


FEED GRAIN PROGRAM 


“The 1973-74 feed grains program includes two main 
provisions: 


1. The pricing of feed grains, moved from the 
Canadian Wheat Board area to other parts of Canada, 
based on off-Board prices within the Wheat Board area. 
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2. Buying of feed grains by the Agricultural Products 
Board to provide a broader base and give more certainty 
to the off-Board market within the Wheat Board area. 
This will ensure that no producer in the Wheat Board 
area will have to sell his grain at distress prices even if 
quotas are not immediately available to him in what he 
considers sufficient quantity.” 


The Agricultural Products Board announced September 
28th that “it would begin to offer to buy feed oats and 
barley in the prairies on Wednesday, October 3, 1973. 
The offer will be put into effect by the Canadian Wheat 
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Board, acting as the agent for the Products Board at 
country elevators. For the present, prices offered will be 
$1.98 a bushel for No. 1 feed barley and $1.16 for No. 1 
feed oats. These prices are basis Thunder Bay or 
Vancouver. Offering prices are liable to change without 
notice. Producers wishing to calculate the offering prices 
in their own area can do this by adding 58 cents to the 
Wheat Board initial price for No. 1 feed barley for their 
delivery point or 11 cents to the initial price for No. 1 
feed oats. Lower grades will bring correspondingly lower 
prices. The Products Board will not pay more than the 
No: ifeediprice..” 
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PUBLICATIONS 


ECONOMICS BRANCH PUBLICATIONS 


Available from the Economic Communications Unit, 
Agriculture Canada, Ottawa, K1A OC5 


The Tender Fruit Industry in Canada. R.W. Anderson 
and T.A. Bennett. Ottawa, July 1973. 64p. Charts, 
tables. Pub. No. 73/12. Free. 


Working paper on : The Production and Marketing of 
Light Lambs in Quebec. A Federal Employment Stimu- 
lation Project. Montreal, July 1973. Tables. 45p. Pub. 
No. 73/13. Free. 


Marketing Boards ’71. J.M. Sullivan. Ottawa, July 1973. 
Bilingual. Tables. 21p. Pub. No. 73/15. Free. 


AGRICULTURE CANADA PUBLICATIONS 


Available from the Information Division, Agriculture 
Canada, Ottawa, K1A OC5 


Material for an International Oat Register. R. Baum. 
Ottawa, 1972. 286p. Charts. Prepared in the Plant 
Research Institute, Research Branch. This publication 
gives only a short history of oat breeding as it has 
affected and now applies to the taxonomy of cultivars of 
oats. Cat. No. A52-4772. $9 per copy. 


Ninety-nine Range Forage Plants of the Canadian 
Prairies. J.B. Campbell, H.F. Best and A.C. Budd. 
Ottawa, 1966. Reprinted 1973. 102p. Illus. Cat. No. 
A53-964. $2 per copy. 


Growing Field Peas. S.T. Ali-Khan and R.C. Zimmer. 
Ottawa, 1972. Reprinted 1973. 8p. Tables. Prepared in 
the Research Station, Morden, Manitoba. Cat. No. 
A53-1493., Free. 


Broiler Raising in Canada. F.G. Proudfoot et al. Ottawa, 
1972. 48p. Illus., tables, figures. Cat. No. A53-1509. 
Free. 


Egg Price Chart. Ottawa 1973. Round chart, 4 inches in 
diameter. Bilingual. Cat. No. A78-1573. 6¢ per copy. 
(Sold in bulk only). 


Canadian Lamb. Ottawa, 1973. Bilingual. Prepared by 
Information Division. Cat. No. A63-1501. Free. 
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The Lighter. Quarterly. Partly bilingual. Vol. No. 43, 
No. 3, Summer, 1973. 42p. Tobacco and photochemical 
air pollution. Cat. No. A27-10/43-3. Free. 


Agriculture Abroad. Bi-monthly digest of agricultural 
policies and programs in various countries. Issued by the 
International Liaison Service, Canada Department of 
Agriculture, in co-operation with the Trade Commissi- 
oners Service, Department of Industry, Trade and 
Commerce. Vol. 28, No. 3, June, 1973. 53p. Cat. No. 
A77-3/28-3. 


Diseases and Pests of Potatoes. W.A. Hodgson, D.D. 
Pond and J. Munro. Ottawa, 1973. 73p. Illus. Prepared 
in the Research Station, Fredericton, N.B. and Plant 
Protection Division, Ottawa, Ontario. Cat. No. 
A43-1492. Free. 


Pesticides Listed By Active Ingredient Registered For 
Use In Canada for 1972. Ottawa, 1973. 112p. Prepared 
by Control Products Section, Plant Products Division. 
Cat. No. A41-17/1972. $1.50 per copy. 


Guides to the Chemicals Used in Crop Protection. E.Y. 
Spencer. 6th edition. Ottawa, 1973. 542p. Loose-leaf. 
Prepared in the Research Branch. Cat. No. A43-1093. 
$5.75 per copy. 


Trickle Watering and Liquid Feeding System for Green- 
house Crops. E.B. Mason and R.M. Adamson. Ottawa, 
1973. 19p. Figures. Prepared in the Research Station, 
British Columbia. Cat. No. A53-1510. Free. 


Food Prices Review Board. Quarterly Report. Ottawa, 
September 1973. Bilingual. SOp. Charts. 


STATISTICS CANADA PUBLICATIONS 


Available from the Publications Distribution Unit, Sta- 
tistics Canada, Ottawa, K1A OT7 


Index Numbers of Farm Prices of Agricultural Products. 
Vol. 28, No. 7, July 1973. Bilingual. Cat. No. CS62-003. 
10¢ per copy, $1 per year. 


Farm Wages in Canada. May, 1973. Bilingual. Cat. No. 
CS21-002. 25¢ per copy. 75¢ per year. 


Farm Cash Receipts. Vol. 34, No. 6, June 1973. 
Bilingual. Cat. No. CS21-001. 20¢ per copy, $2 per year. 
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Farm Input Price Indexes. Second quarter, 1973. Bilin- 
gual. Cat. No. CS62-004. 25¢ per copy, $1 per year. 


Quarterly Bulletin of Agricultural Statistics. Vol. 66, No. 
1. First quarter 1973. Bilingual. Cat. No. CS21-003. $1 
per copy, $4 per year. 


Field Crop Reporting Series. 1973. No. 16. Telegraphic 
crop report. Canada. Released August 22, 1973. Cat. No. 
CS22-002. 20¢ per copy, $4 per series of 20 reports. 


Grain Milling Statistics. May, 1973. Cat. No. CS32-003. 
10¢ per copy, $1 per year. 


Grain Trade of Canada, 1971-72. Ottawa, 1973. 98p. 
Tables. Bilingual. Prepared jointly by the Crops Section, 
Agriculture Division, Economics and Statistics Division. 
Cat. No. CS22-201/1972. $1 per copy. 


Wheat Review. Vol. 43, No. 11, June, 1973. Cat. No. 
CS22-005. 30¢ per copy, $3 per year. 


Oilseeds Review. Vol. 3, No. 4, June, 1973. Cat. No. 
CS22-006. 75¢ per copy, $3 per year. 


Livestock and Animal Products Statistics. 1972. Ottawa, 
1973. 89p. Tables, charts. Bilingual. Prepared in the 
Livestock and Animal Products Section, Agriculture 
Division. Cat. No. CS23-203/1972. $1 per copy. 


Stocks of Frozen Meat Products. Vol. 56, No. 8, August, 
1973. Bilingual. Cat. No. CS32-012. 20¢ per copy, $2 
per year. 


Selected Meat and Meat Preparations. Vol. 5, No. 6, 
June 1973. Bilingual. Cat. No. CS32-020. 10¢ per copy, 
$1 per year. 


Report on Livestock Surveys: Cattle, Sheep, Horses. 
June 1, 1973. Bilingual. Cat. No. CS23-004. 50¢ per 
copy, $1 per year. 


Dairy Factory Production. Vol. 42, No. 7, July 1973. 
Bilingual. Cat. No. CS32-002. 10¢ per copy, $1 per year. 


Stocks of Dairy and Frozen Poultry Products. Vol. 56, 
No. 8, August, 1973. Bilingual. Cat. No. CS32-009. 20¢ 
per copy, $2 per year. 


Production of Eggs and Poultry. Vol. 26, No. 7, July, 
1973. Bilingual. Cat. No. CS23-002. 10¢ per copy, $1 
per year. 


Shipment of Prepared Stock and Poultry Feeds. Vol. 27, 
No. 5, May, 1973. Bilingual. Cat. No. CS32-004. 20¢ per 
copy, $2 per year. 
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Fruit and Vegetable Crop Reports. 1973. No. 5. Acreage 
production and farm value of commercial vegetables, 
1972. August, 1973. Cat. No. CS22-003. 20¢ per copy, 
$1 per year. 


Fruit and Vegetable Preparations. Vol. 11, No. 2. 
Second quarter 1973. Bilingual. Cat. No. CS32-017. 25¢ 
per copy, $1 per year. 


Tobacco Products Industries, 1971. Ottawa, 1973. 15p. 
Tables. Bilingual. Annual Census of Manufactures. 
Prepared in the Manufacturing and Primary Industries 
Division. Cat. No. CS32-225/1971. 5O0¢ per copy. 


Tobacco and Tobacco Products. Tobacco stocks - stocks 
of unmanufactured tobacco in Canada at June 30, 1973. 
Vol. 2, No. 10, August, 1973. Bilingual. Cat. No. 
CS32-022. $1 per year. 


Manufacturers of Mixed Fertilizers, 1971. Ottawa, 1973. 
8p. Tables. Bilingual. Annual Census of Manufactures. 
Prepared in the Manufacturing and Primary industries 
Division. Cat. No. CS46-220/1971. 50¢ per copy. 


Sugar Situation. Vol. 52, No. 6, June, 1973. Bilingual. 
Cat. No. CS32-013. 10¢ per copy, $1 per year. 


Miscellaneous Food Preparations. Vol. 11, No. 2. Second 
quarter 1973. Bilingual. Cat. No. CS32-018. 25¢ per 
copy, $1 per year. 


Census of Canada, 1971. 4.1-1- Agriculture: Canada. 
Ottawa, 1973. Various paging. Tables, map. Bilingual. 
Prepared in the Census Division. Cat. No. 96-701. $2 per 
copy. 


Census of Canada, 1971. 4.1-2. Agriculture: Newfound- 
land. Ottawa, 1973. Various paging. Tables, map. 
Bilingual. Prepared in the Census Division. Cat. No. 
CS96-702. $2 per copy. 


Census of Canada, 1971. 4.2.1 - Agriculture: Quebec. 
Ottawa, 1973. Various paging. Tables. Bilingual. Pre- 
pared in the Census Division. Cat. No. CS96-706. $4.50 
per copy. 


Trade of Canada. Imports by commodities. Vol. 30, No. 
6, June, 1973. Bilingual. Cat. No. CS65-007. 75¢ per 
copy, $7.50 per year. 


OTHER PUBLICATIONS 


Rural Manitoba - its significance to Manitoba’s future; 
proceedings. Rural Development Conference, Winnipeg, 
1973 260: 
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Hay Production in Ontario; Comparative Costs and 
Returns for Hay, Spring Grain, Grain Corn, Corn Silage. 
Ontario Ministry of Agriculture and Food. Economics 
Branch. Toronto, Ontario, 1973. iv, 35p. illus. 


The Economics of Sweet Cherry Production; Production 
Costs, Returns, and Management Practices in the Niagara 
Peninsula, 1972. E.D. McKibbon. Toronto, Economics 
Branch, Ontario Ministry of Agriculture and Food, 
19 7sevies LOsallus. 


An Analysis of Tractor Operating Costs. Henry P. O’Neal 
and Lambert H. Wilkes. St. Joseph, Mich., 1972. 8p. 
illus. (American Society of Agricultural Engineers. Paper 
72-117) 


Sheep Management and Wool Technology. J.B. D’Arcy. 
Sydney, New South Wales University Press, 1972. 229p. 
illus. 


The Cost of Food; A Summary of Materials Presented in 
a Course Entitled “Why Does Food Cost So Much? ” 
Peter L. Arcus and Roslyn Kunin. Vancouver, B.C., 
Department of Agricultural Economics, University of 
British Columbia, 1973. 58p. illus. 


Mathematical Methods and Models in Economic Dyna- 
mics. Gandolfo, Giancarlo. Amsterdam, North-Holland 
Pubs Co: 1971 x, 31 ip: 


A Practical Guide to Minicomputer Applications. Fred 
F, Coury. New York, IEEE Press. 1972. vi, 221p. illus. 


The Price Structure of the Shell-Egg Market in Ontario. 
M.K. Loh. Economics Branch, Ontario Ministry of 
Agriculture and Food. Toronto, May 1973. Free. 
“‘Shell-eggs, prices, in Ontario, regression analysis, pri- 
mary and secondary sources of data, time series.” 


CORRECTION 


Volume 8, Number 4, August 1973 


Page 29, column 1, line 44 — “In 1971, the proportion 
of personable disposable income spent on domestically 
produced farm foods was 13.4 percent compared with 
an average 15.9 percent in 1961 (Figure 2).” 
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OFF-FARM WORK BY OPERATORS OF 
CANADIAN CENSUS-FARMS - 1971 


In 1971, one-half of all Canadian farm operators in the 
Agriculture Enumerative Survey reported some off-farm 
work. This ranged from 66 percent of the operators of 
farms with gross sales of less than $2,500 to 38 percent 
of the operators of farms with gross sales of $25,000 or 
greater. The average off-farm income from all sources for 
all operators of census-farms was $3,000 and for the 
census-farm operator family, off-farm income averaged 
$4,020. 


INTRODUCTION 


In 1971, one-half of Canadian farm operators reported 
some off-farm work’. The average off-farm income of 
operators was $3,000 and the off-farm income for the 
operator and his family averaged $4,020. 


This information was obtained by Statistics Canada from 
the 1972 Agriculture Enumerative Survey (AES) of 
approximately 6,000 farms. The AES is an annual 
probability survey using multiframe sampling (a combi- 
nation of list frames and area segment frames). In this 
survey, the definition of a census-farm is used to define a 
farm. The survey is designed to obtain estimates of 
major crop acreage and livestock numbers, but was not 
specifically designed for off-farm income statistics. It is 
enumerated by interviewers in all provinces (except 
Newfoundland) within two weeks of the reference date 
of July 1?. 


Data on off-farm income were required because policy 
analysts were being forced to consider only agricultural 


*Ray D. Bollman is an economist with the Agriculture Division, 
Statistics Canada. He is presently on educational leave at the 
University of Toronto. This paper is based on a presentation 
given by Mr. Bollman to the Economics Branch, Agriculture 
Canada. 


‘For definitions of terms used, see Appendix A. 


2 For further information about AES, contact the Agriculture 
Division, Statistics Canada, Ottawa, K1A OL7. 
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variables such as prices, yields, and input costs when 
discussing farm policies and programs. No statistics 
indicating the total economic situation of the farm 
operator and his family were available in recent years. 
Although the results presented in this report are not 
designed for the analysis of any specific policy, they do 
provide a necessary background for the design of more 
relevant policy research. 


OPERATOR’S OFF-FARM WORK 


An operator was considered to have off-farm work if 
some off-farm earnings (i.e., wages and salaries or net 
non-farm self-employment income) were reported. As 
was expected, the percentage of operators reporting 
some off-farm work increased as the size of the farm 
decreased. The survey showed that the percentage 
operators reporting off-farm work increased from 38 
percent of operators of farms with gross sales of $25,000 
or greater to 66 percent of operators with gross sales of 
less than $2,500 (Figure 1). Although only 62 percent of 
the operators in the former group reported no off-farm 
work, it is more surprising that 34 percent of the 
operators with gross farm sales of less than $2,500 
reported no off-farm work. (Twenty-five percent of the 
operators had gross sales of less than $2,500). In total, 
51 percent of the operators reported some off-farm 
work. 


TABLE 1. DISTRIBUTION OF CENSUS FARM OPERATORS’ OFF-FARM EARNINGS, CANADA (EXCLUDING 


NEWFOUNDLAND), 1971 


Gross Total 
Farm Sales? Farms Zero 
Less than $2,500 25 34 
$ 2,500— 4,999 15 43 
$ 5,000 — 9,999 23 50 
$10,000 — 24,999 26 60 
$25 000 & over 11 62 
Total® 100 49 


Fail wages and salaries and non-farm self-employment income, 


Operator Off-Farm Earnings? 


$1 —999 $1,000 — 4,999 $5,000 & over 

percent 

10 26 31 
15 24 18 
15 24 12 
183 18 9 
2 17 9 
13 22 16 


©Gross receipts from the sale of agricultural products by the Census-Farm. 


©T otal may not add due to rounding, 


OPERATOR’S OFF-FARM EARNINGS AND 
OFF-FARM INCOME 


How much income did farm operators earn from off- 
farm work in 1971? For farms with gross sales 
of less than $2,500, 31 percent of the operators 
earned $5,000 or more from off-farm work (Table 1). In 
the next largest size class (gross farm sales of 
$2,500-$4,999), only 18 percent of the operators earned 
$5,000 or more from off-farm work. In general, as the 
size of farm (in terms of gross farm sales) increased, the 
amount of income from off-farm work decreased. 


In addition to the operator’s off-farm earnings, it is 
important to consider the operator’s total off-farm 
income. Off-farm income refers to all income that is not 
net farm self-employment income (i.e., off-farm earnings 
plus other off-farm income). Thirty-six percent of the 
operators had off-farm income between one dollar and 
$999, 37 percent reported off-farm income in the range 


of $1,000-$4,999, and 20 percent reported off-farm 
income of $5,000 or greater (Table 2). The larger the 
size of gross farm sales, the smaller the percentage of 
operators reporting off-farm income of $5,000 or greater 
and the greater the percentage of operators reporting 
off-farm income of one dollar to $999. 


FAMILY OFF-FARM INCOME 


Consideration of economic well-being usually concern 
the entire family. The average off-farm income received 
by farm operator families was $4,020 of which $3,000 
was contributed by the operator (Table 3). Wages and 
salaries constituted 58 percent of the family’s off-farm 
income. The percent distribution in the remaining three 
classes of net non-farm self-employment income, non- 
farm income from government sources, and investment 
income were fairly evenly distributed at 16 percent, 12 
percent and 12 percent respectively. 


TABLE 2, DISTRIBUTION OF CENSUS-FARM OPERATORS’ OFF-FARM INCOME, CANADA (EXCLUDING 


NEWFOUNDLAND), 1971 


Gross Total 
Farm Sales? Farms Zero 
Less than $2,500 25 6 
$ 2,500— 4,999 15 8 
$ 5,000— 9,999 28 9 
$10,000 — 24,999 26 7 
$25,000 & over 11 6 
Total® 100 7 


Operator Off-Farm Income 


$1 —999 $1,000 — 4,999 $5,000 & over 
percent 
ke? 42 35 
34 38 21 
38 38 15 
49 32 13 
49 32 1S 
36 37 20 


4Gross receipts from the sale of agricultural products by the census-farm, 


br otal may not add due to rounding. 
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PERCENT OF CENSUS-FARM OPERATORS REPORTING SOME OFF-FARM 
EARNINGS, BY SIZE OF GROSS FARM SALES, CANADA 
(NEWFOUNDLAND EXCLUDED), I97I1~” 
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Percent Reporting No Off-Farm Earnings 
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Percent Reporting Some Off-Farm Earnings °/ 


@— 15% -Big——__ 23 % ——_Bi Qe 26 % ——BO]4@ 1% 


$ O- 2,499 2,500-4,999 5,000 -9,999 10,000 - 24,999 25,000 + 


G/ Width of bar indicates percentage of total farms in that class. 


b/ Wages and salaries or non-farm self-employment income 


Figure | 


CANADIAN FARM ECONOMICS Vol. 8 No. 6 8) 


TABLE 3. AVERAGE OFF-FARM INCOME, CANADA (EXCLUDING NEWFOUNDLAND), 1971 


Family Membership 


Operator’s Other Family 
Source Operator Spouse Members Total 
dollars per farm 
Wages and Salaries 1,650 380 320 2,340 
Net Non-Farm Self- 

Employment Income 530 a a 640 
Income from Government 

Sources 330 a a 480 
Interest, Dividends, 

Other Investment Income 440 a a 500 
Retirement and Other a a a 60 
Total Off-Farm Income? 3,000 540 490 4,020 
Non-recurring money 

receipts a a a 170 


aSample is too small for reliable estimate. 
b+ otals may not add due to rounding, 


The data in Table 2 summarize the distribution of 
operators with varying dependence on farm and off-farm 
income; Table 4 presents the same interrelationships for 
the farm family. In the smallest size class of farms (gross 
farm sales of less than $2,500), 56 percent of the 
families reported less than $5,000 of off-farm income. 
As the size of farm increased, the dependence on farm 
income increased. 


SUMMARY AND CONCLUSION 


Off-farm work is a predominant feature of the life style 
of Canadian census-farm operators and off-farm income 


TABLE 4. DISTRIBUTION OF CENSUS-FARM OPERATOR FAMILIES’ OFF-FARM 


(EXCLUDING NEWFOUNDLAND), 1971 


would appear to be a significant factor in the operator’s 
total economic situation. Consequently, the distribution 
of operator’s time between farm and off-farm work 
should be considered when defining a “farmer” for policy 
purposes. The large percentage (84 percent) of operators 
with off-farm earnings less than $5,000 would seem to 
suggest that considerable research is required into the 
farm versus off-farm trade-off of returns to the opera- 
tor’s labor. Such analysis is important for predicting the 
response by farmers to agricultural and non-agricultural 
economic stimuli. Thus, explicit consideration should be 
given to off-farm income in the analysis of policies and 
programs which contribute to the income position of 
farmers and their families. 


INCOME, CANADA 


Percentage : 
Gos of Total Family Off-Farm Income 
Farm Sales@ Farms Zero $1 —999 $1,000 — 4,999 $5,000 & over 
percent 
Less than $2,500 25 5 14 37 44 
$ 2,500— 4,999 15 4 27 41 28 
$ 5,000— 9,999 23 5 32 43 21 
$10,000 — 24,999 26 3 39 40 18 
$25,000 & over 11 2 42 34 22 
Total? 100 4 29 40 27 


®9Gross receipts from the sale of agricultural products by the census-farm, 


DT otal may not add due to rounding, 
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APPENDIX: DEFINITIONS OF TERMS 


CENSUS-FARM:an agricultural holding of one acre or 
more with sales of agricultural products of $50 or more 
in the preceding 12-month period. 


OPERATOR:the person directly responsible for the 
agricultural operation of the holding. Note that only one 


person is designated as the operator of a census farm, 


even if it is a partnership farm. 


FAMILY MEMBERS:all persons related to the operator 
who live in his/her dwelling, plus children temporarily 
away at school. 


OFF-FARM INCOME:all income that is not net farm 
self-employment income. The components of off-farm 
income are as follows: 


Wages and Salaries: Gross wages and salaries (before 
deductions such as income tax, Canada or Quebec 
Pension Plan, unemployment insurance, etc.) from all 
sources. 


Net Non-Farm Self-Employment Income: Net income 
from an unincorporated business, professional practice 
or other self-employment enterprise. In the case of a 
partnership, the respondent reported only his/her share 
of net income. 


Income from Government Sources: All non-farm income 
from federal, provincial and municipal governments such 
as family and youth allowances, Canada or Quebec 
Pension Plan payments, old age pension, old age 
guaranteed income _ supplement, unemployment 
insurance benefits, workmen’s compensation payments, 
war disability pensions, blind or disabled persons’ 
allowances, mothers’ allowances and welfare. Note that 
family allowances were attributed to the farm operator. 
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Interest, Dividends and Other Investment Income: 
Includes interest from bank accounts, bonds and saving 
certificates plus dividends including dividends and 
profits withdrawn from an incorporated business, net 
income from roomers and boarders, net rental income 
including rent of farm land, income from estates or trust 
funds, and interest from mortgage investments. 


Retirement and Other: Includes income which is 
received as the result of having been a member of a 
pension plan of one or more employees, income from 
annuities regardless of who originally purchased the 
annuity, plus all other income such as royalties, oil 
rights, alimony and separation allowances received, and 
non-refundable scholarships and bursaries. 


NON-RECURRING MONEY RECEIPTS: not consi- 
dered to be income. This includes items such as money 
gifts from outside the family unit, inheritances, lump- 
sum insurance settlements, income tax refunds and other 
windfall income. 


OFF-FARM EARNINGS: defined to be wages and 
salaries plus net non-farm self-employment income. 


OFF-FARM WORK: signified by the reporting of any 
off-farm earnings. Note that this survey collects off-farm 
income for all operators-of census-farms. A small 
number of these operators are hired managers with no 
net farm self-employment income. On the other hand, 
some bona fide “farmers” were not enumerated because 
only one operator was identified for each partnership 
farm. 


GROSS FARM SALES:value of all agricultural products 
sold by the farm unit during 1971 (whether received by 
the operator or some other person). 


THE ROLE OF THE FEDERAL GOVERNMENT 
IN EXPORT MARKET DEVELOPMENT 


G.A, Hiscocks* 


INTRODUCTION 


Marketing, and particularly exporting, is a complex 
business and despite the recent continuing emphasis in 
these areas by farmers and their associated organizations, 
there is still no really effective system. One problem is 
that there is a large number of components involved in 
the process of exporting, as a brief review will readily 
demonstrate. In addition to the visible activities of farm 
production, selling, handling, collecting, assembling, 
grading, marking and packaging, shipping to ports, and 
delivering to importers overseas, there is a whole range 
of activities that are not visible. 


Information must be collected from markets assembled 
in Canada, distributed to producers, arrangements made 
for shipment, insurance, customs clearance, etc., then 
payments and credit arrangements must be finalized. For 


*This article is based on a paper presented to the Canadian 
Agricultural Economics Society at the 53rd A.I.C. Annual 
Convention, University of Victoria, British Columbia, Dr. 
Hiscocks is the Director of the Policy Advisory Group, 
Economics Branch, Agriculture Canada. He is presently 
attending the National Defence College, Kingston, Ontario, The 
author acknowledges assistance in the preparation of this paper 
of work done previously by staff of the Department of Industry, 
Trade and Commerce, Ottawa and also help by Eric Moore, 
Market Development Officer, Agriculture Canada. 


An outward expanding agriculture and food industry 
based on world market opportunities and international 
competitiveness could raise and improve the stability of. 
incomes and employment in the Canadian agriculture 
and food production industry. 


all these activities, there are different groups of people 
and different organizations. Perhaps the key component 
is the private individual involved in trade, whether he is a 
producer, processor, shipper, broker, or trader. But 
other components are involved in a number of ways. 


THE FEDERAL ROLE 


In relatively simple terms, the federal role can be viewed 
as follows: 


1. To determine the goals of society in a changing 
environment; 


2. To establish current and future policy on the basis 
of these goals in accordance with society’s wishes; 


3. To take the necessary action including coordina- 
ting, stimulating, and working with others to see that 
these goals are achieved. 


It is the Federal Government’s responsibility to deter- 
mine the goals for Canadian agriculture in relation to 
national and regional concerns on the basis of the 
resources available. This raises the basic question of 
objectives for agriculture. These have recently been 
reiterated in a Federal Government publication 
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produced for the Western Economic Opportunities 
Conference’ as follows: 


1. Expansion of agricultural production, based on 
competitive advantage and commensurate with the 
development of domestic and export markets. 


2. Promotion of greater stability for the purpose of 
farm family income maintenance, for furthering 
competitive advantage through improved continuity of 
supply, and for facilitating planning and reducing the 
burdens of uncertainty in financing. 


3. Facilitating adjustment to economic and social 
change to assist farm and rural families to attain their 
income aspirations by encouraging the expansion of 
small farm businesses into commercially viable opera- 
tions and by contributing to the development of rural 
communities. 


THE RATIONALE FOR AGRICULTURAL 
EXPORT EXPANSION 


Within the expansion objective elucidated above, there 
are two alternatives. One is to concentrate all expansion 
efforts within Canada on the domestic market. In 
Canada, there is a steadily growing population with a 
sustained rate of economic growth including rising 
average incomes. These features provide a firm basis for 
larger sales and higher prices for Canadian farmers. 
Furthermore, the domestic market is totally under 
Government jurisdiction and the market now held by 
imports could be captured and in this way, it is claimed, 
both production and prices could be stabilized. Surely, 
the thesis runs, this will achieve the specific goals of 
expansion, income, growth and stability. It is only too 
clear with current inflationary prices for food on 
international markets that domestic requirements for 
some foods are not being met from Canadian sources. 


The self-sufficiency argument is tidy, logical and com- 
fortable. Unfortunately, it is naive and does not provide 
opportunities worthy of Canadian farmers. The 
expansion in the domestic market will not be sufficient, 
the product mix does not suit Canadian agricultural 
capacity, the import replacement market is not very 
large and Canadian agricultural competitiveness is excel- 
lent in a group of products but limited in others. 


The alternative approach is an outward expanding 
agriculture and food industry based on world market 


’ Agriculture, Federal Government, Ottawa, July, 1973, Part II, 
background paper to Western Economic Opportunities Confe- 
rence, 
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opportunities and international competitiveness. This is 
not only a tougher challenge, but also it provides a far 
greater opportunity for larger sales and thus higher 
incomes. Also, it provides for greater employment 
through ancillary and associated activities both for rural 
people and the rest of the economy. This option has been 
clearly outlined in recent months as well as the oppor- 
tunities associated with it.” 


AGRICULTURAL EXPORT GOALS 


Emphasis on exports has been a new approach. A major 
part of Canadian agriculture was, and still is, built on the 
basis of an ability and expectation to export. Export 
objectives play a central role in many commodity 
sectors. 


In general terms, the objective of increasing exports is to 
raise and improve the stability of incomes and employ- 
ment in the Canadian agriculture and food production 
industry. by providing and developing opportunities in 
export markets for expanding output and sales on an 
economic and sustained basis. More specifically, this 
involves efforts: 


1. to maintain and expand commercial export sales of 
agricultural and food products; 


2. to encourage the agricultural industry in each region 
to orient its export development activities toward those 
products which it can supply most efficiently in terms of 
competitiveness in international markets; 


3. to give priority to the development of export 
markets for those forms of a commodity which make 
the greatest contribution to sustained growth of 
producer net income; 


4. to treat agricultural and food export development as 
a coherent system, encompassing domestic production 
and markets, as well as the investigation, penetration, 
development and maintenance of markets abroad. 


These objectives can be stated more simply as follows: 


1. Sell more farm and food products abroad. 


2. Encourage each region to do more of what it is good 
at exporting. 


2 For further elaboration, see W.J. Anderson, Alternatives in 
Economic Policy for Canadian Agriculture, Canadian Farm 
Economics, Volume 7, No, 2 and G.I. Trant, Economic Policy 
Alternatives for Canadian Agriculture, CAES Meeting, 52nd AIC 
Convention, P.E.I. 


3. Export in the form that is best for the farmer’s 
income now and in the future. 


4. Treat the whole process as a system and make it work 
that way. 


WHAT ARE THE SPECIFIC GOVERNMENT 
ACTIVITIES? 


Having set broad goals and then specified export 
objectives, the Federal Government must face the harder 
and real life task of achieving the objectives. The tasks 
fall in several different areas and the rest of this article 
attempts to list and describe these activities. 


The first specific activity is trade policy, and tariff and 
non-tariff negotiations. Trade policy for agriculture is of 
course, an integral part of agricultural policy. Without 
the opening of avenues for trade through multilateral 
and bilateral negotiations and continuous trade consul- 
tation, other trade development work can seldom 
succeed. This aspect of the process will be the subject of 
the forthcoming multilateral round of trade negotiations 
to be held under the auspices of GATT. 


The second step is a presence in and information about 
particular export markets. This is the primary concern of 
the Trade Commissioner Service which is the overseas 
commerce field force of the Federal Government. 
Through its 80 trade offices in 57 countries, it develops 
and promotes Canada’s export trade, acts as an export 
market consultant, secures production and marketing 
information and brings together foreign buyers and 
Canadian sellers. The Federal Government does not have 
a specific agricultural foreign service, but all important 
agricultural markets are serviced by trade officers with 
an agricultural background. Agricultural experience is 
very extensive among senior officers including the 
Director-General of the Trade Commissioner Service. 
Furthermore, there is now a regular secondment of staff 
from Agriculture Canada into the Trade Commissioner 
Service for a two to three year tour of duty. 


Third, the Department of Industry, Trade and 
Commerce has established an extensive range of general 
services to assist those who are expanding into export 
markets. The Trade Missions Program brings foreign 
buyers, government officials and technical experts into 
Canada so that local producers, industrialists, and others 
can explain production, marketing and business systems 
and procedures. It also sends Canadian businessmen, 
marketing officials and government experts to study 
foreign market requirements, regulations and methods. 
The Trade Fairs Program enables Canadian exporting 


companies to exhibit at nominal cost to business and 
consumers in foreign markets through an annual 
program of sponsoring exhibits and practical exhibition 
assistance. The In-Store Promotion Program enables 
companies to estimate, at minimum cost, the consumer 
acceptance or the chance of increasing the rate of 
acceptance of Canadian products through the distribu- 
tion channels of foreign countries. Under the Market 
Identification Program, the Government contributes half 
the cost of identifying and precisely defining an export 
market opportunity for a specific commodity for 
markets outside Canada and the United States. 


In a similar fashion, the Government will pay half the 
cost of adapting a Canadian company’s marketing 
methods to an export market including translation of 
literature, specialist technical advice and after-sales 
service under the Market Adjustment Program. The 
Government will also contribute half an individual 
company’s expenses in participation in trade fairs 
outside Canada and also at permanent trade centres 
abroad. To help allow potential foreign buyers to meet 
Canadian producers, the Government will cover up to 
half the round trip airfare and a daily allowance. For 
Canadian industry to take advantage of new scientific 
and technical advances, there is also a range of programs 
to stimulate product research, development and innova- 
tion including the Industrial Research and Development 
Incentives Act, the Program for the Advancement of 
Industrial Technology, the Industrial Design Assistance 
Program, the General Adjustment Assistance Program, 
the Program to Enhance Productivity, Counselling 
Assistance to Small Enterprises and Management 
Courses. Many of these are of direct value to the 
agriculture and food industry. 


SPECIFIC AGRICULTURAL AND FOOD 
PROGRAMS 


The above programs are generally available not only to 
the agriculture and food sectors but also to all exports 
and exporters. In addition, there is a set of programs 
specifically for the agricultural industry. First, there are 
three Departmental units active in the agricultural sector 
- the Market Development Division of the Grain 
Marketing Office (often called the Grains Group) and 
the Agriculture, Fisheries and Food Products Branch 
both of the Department of Industry, Trade and Com- 
merce, and the expanding market development activities 
of Agriculture Canada. The two Branches of the Depart- 
ment of Industry, Trade and Commerce are responsible 
for export trade development of grains, other agricultural 
products and all processed food products. A staff of 
experienced commodity and program officers cover the 
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whole range of agricultural and food products, assisting 
with such market development functions as trade policy 
market research, preparation and dissemination of 
market and commercial intelligence, access negotiations, 
commodity arrangements, promotion and advice. 


Working closely with commodity specialists in Agricul- 
ture Canada, the two Branches of the Department of 
Industry, Trade and Commerce operate the Agriculture 
Market Development Incentives Program. This is the 
annual $10 million program shared between grains and 
oilseeds on the one hand, and livestock and other 
agriculture and food products on the other; for the latter 
products, Agriculture Canada has a special responsibility 
for appraising applications with the Department of 
Industry, Trade and Commerce. The program offers 
financial assistance to Canadian companies, agencies, 
industry associations, producer groups, and universities 
to undertake market development projects designed to 
expand markets. The assistance takes the form of loans, 
grants, or insurance. Under the grain and oilseed program, 
major starch and protein studies have been made as well 
as numerous export assistance projects. The most recent 
developments are the proposals to establish an Oilseed 
and Grain Product research and development facility at 
Saskatoon and a new crop development fund. The range 
of opportunities under this program is very wide. So far, 
private trade, producer groups and organizations and 
universities have not made full use of these programs. 


There is a heavy concentration of effort on information 
linked with all these programs. This takes several forms - 
regular publications of Agriculture Canada and Industry, 
Trade and Commerce (‘Agriculture Abroad” and 
“Canada Commerce’’), trade and commercial intelligence 
passed directly to trading companies and groups in 
Canada, the information available at each Trade 
Commissioner Office and the visits, talks, and dis- 
cussions of all Federal officers, especially those from the 
Department of Industry, ‘rade and Commerce. Because 
of the vital nature of information, a new Market 
Intelligence Reporting Service for Agriculture and Food 
will shortly be established on a regular basis. 


Successful exporting starts on each individual farm with 
the decision to produce the required commodity, in the 
required grade, and in the required way. Agriculture 
Canada operates a major national program designed to 
provide answers to these questions. Its continually 
expanding Outlook and Markets Information Programs 
help to indicate to farmers what to produce. Its grading 
and inspection service covering all commodities 
(including the Canadian Grain Commission, Production 
and Marketing Branch and Health of Animals Branch) 
assures that grades and standards are high. The very large 


CANADIAN FARM ECONOMICS Vol. 8 No. 6 


Research Program (now being reinforced with closer 
working with economists at headquarters and on the 
research stations) discovers improved and cheaper ways 
to produce. More recent steps such as the Farm Products 
Marketing Council, proposals for improved stabilization, 
and the New Crop Development Fund’, are all aimed at 
providing facilities for assisting with exports, largely 
within Canada. A majority of the Department of 
Industry, Trade and Commerce programs are directed to 
or from abroad, whereas Agriculture Canada’s programs 
are concentrated within Canada so that all needs are 
covered. 


Exporting is a complex business and new market 
development activities are expanding in Agriculture 
Canada to help producer groups, marketing organiza- 
tions and others to develop these opportunities. In order 
to bring the range of programs to people’s attention and 
to help groups get started and expand, staff are available 
to work directly with producers, marketing boards, etc. 
These activities aim at stimulating, developing, and 
organizing with producers, governments and others 
involved. They provide an essential link between all 
groups and programs. 


A new program has recently been set up to investigate 
the best means of penetrating specific markets with 
Canadian products and to assess the volume of Canadian 
products likely to be required in the future and the 
probable range of prices and costs, Analysis of demand, 
supply and strategy will be made both in Canada and in 
specific export markets. 


OTHER PROGRAMS 


This very rapid and rather cursory sweep through 
Government Programs neither does the Federal Govern- 
ment Departments full justice nor does it cover all 
programs, Within the Department of Industry, Trade and 
Commerce there are many other Branches and programs, 
for example, the Office of Area Relations with a host of 
information on importing countries’ rules and regula- 
tions affecting imports, the Regional Offices with 
overseas expertise located in each province and so forth. 


LACK OF KNOWLEDGE OF FEDERAL 
PROGRAMS 


From the first step of the broadest goal-setting function 
to the final step of Export Development Corporation 
credit insurance for exports (another federal government 


3 For these and other new programs see Speech by Hon. Eugene 
Whelan, at the Western Economic Opportunities Conference, July 
26, 1973, Calgary, Alberta. 


role associated with IT&C) there is an assumption that 
the rest of the export system is interested and involved. 
There is, in my experience, a serious weakness with the 
current federal programs - a great lack of interchange of 
ideas. This affects the knowledge of federal programs 
and of what other agencies and organizations in the 
export system are doing. 


The vast array of Federal Programs has not yet become 
sufficiently well known to all those who are becoming 
active in export market development. 


During the past year a Federal-Provincial Working Team 
charged with examining the Agricultural Export 
Development System discovered at an early stage in its 
work that there was a serious lack of knowledge about 
the range and depth of programs. Provincial government 
officials in particular, had much to learn about federal 
programs and about programs of other - provinces, 
although federal officials also learned a good deal about 
provincial initiatives. Moreover, there are many producer 
groups and marketing boards that are not familiar with 
these programs. Most universities are not even thinking 
about them. It is not a question of who is at fault but 
one of all parts of the system not being familiar enough 
with what is available and what is going on. 


Of all the weaknesses at present, the worst is lack of 
coordination. There is a lack of coordination at all levels 
in the industry - between producer groups, commodity 
groups, provincial governments at different levels, 
governments and industry, and producers and industry 
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and governments. The scope for coordination is 
enormous. The need is vital - without it each group goes 
its own way doing its own thing, each full of its own 
needs and urgency. The losses may seem small, and are 
difficult to measure. However, the ultimate consequence 
is a weakened bargaining position for all those trying to 
get the most out of the export market. Yet it is not 
difficult to have contacts with others working in similar 
areas or to work together. The lesson from all successful 
agricultural exporting countries is that coordinated 
export development pays through larger exports. 


SUMMARY AND CONCLUSIONS 


Agricultural exports reached record levels in 1972 and 
promise to do so again in 1973. Yet there are concerns 
about the future prospects. Those who have examined 
the opportunities and the capabilities of Canadian 
agriculture are convinced that the prospects for 
expansion are excellent IF we get together for action. 
Almost regardless of future trade developments, a 
substantial increase in market development expenditures 
by both Federal and Provincial governments can be 
anticipated. The real question is how Canadian farmers 
and the Canadian economy can benefit the most? Are 
we going to win the export markets on our terms or will 
we let others buy our supplies as and when they wish? 
Is a full payoff to market development program expen- 
ditures to be realized or, through lack of coordination, 
will major opportunities be missed and our efforts be 
dissipated in duplication and competitive effort? 
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THE NUTRITIVE VALUE OF FOOD CONSUMPTION 
IN CANADA (1949-1971) 


Various nutrient consumption changes occur over the 
years as a result of changes in food supplies, prices, 
incomes and consumer preferences, Although ample 
quantities of nutrients may be available from food ona 
national per capita basis, food is not necessarily 
consumed by individuals according to nutritional needs, 


INTRODUCTION 


Soaring food prices, health food shops, advertising, 
technology; obesity, heart disease and other physical 
disorders associated with diet all have contributed to the 
increasing interest being given to the nutritional intake 
of Canadians, 


The purpose of this paper is to analyze the trends of 
nutrients per person per day, available for consumption 
in Canada over the period 1949 to 1971, and the 
contributions of the various components of the “‘food 
basket” to nutrient availability. The results of this study 
are useful in judging the adequacy of national food 
supplies and the effects of shifts in dietary requirements 
on the demand for various foods, 


PROCEDURE 


Estimation of the daily quantities of each nutrient 
available for consumption required estimation of the 
quantities of each food consumed! and the nutrient 


*Miss Deirdre Shute is with the Research Division, Economics 
Branch, Agriculture Canada. 


Food consumption estimates used were based on Statistics 


Canada data published annually in, “Apparent Per Capita 
Domestic Disappearance of Food in Canada”, 
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composition? of each food. Trends in annual per capita 
food consumption in Canada, in terms of retail weight, 
were discussed in an earlier article?>. Changes in the 
method of reporting food consumption data over the 
time period studied required additional estimation pro- 
cedure for some foods. Cabbage, lettuce and spinach 
consumption, for example, have been reported indivi- 
dually only since 1958. Previous to this time they were 
combined into a category “greens” and the nutritive 
value applied was estimated using the simple average of 
the nutrient contents of the three vegetables. 


The data presented in this report represent supplies of 
nutrients available for ingestion with the understanding 
that these quantities do not take into account loss of 
nutrients in storage and meal preparation or food 
discard. These types of losses can be substantial, 
especially for items such as fat and vitamins. They also 
do not take into consideration the enrichment of 
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Nutrient composition values for the various foods were 
obtained from U.S. Department of Agriculture, “Composition 
of Foods”, Agriculture Handbook No, 8, December 1963 and 
unpublished worksheets of Nutrition Division, Health and 
Welfare Canada and Agriculture Division of Statistics Canada. 


: Shute, D.M.'‘ arid Yankowsky, Z.J., “Trends in Per Capita Food 


Consumption in Canada (1949-1971),”? Canadian Farm Eco- 
nomics, Vol. 8, No. 2, April 1973. 
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numerous foods, other than flour and margarine, or the 
consumption of vitamin and mineral preparations. 


In 1953 the addition of iron, thiamine, riboflavin and 
niacin to flour was permitted. The amount of these 
nutrients that can be added is prescribed by law, but the 
amount of flour enriched is not known. The figures in 
Table 1 are based on the conservative estimate that 75 
percent of the flour was enriched.* 


It must be emphasized that these estimates represent 
national averages and give no information as to food or 
nutrient consumption of individuals or groups within the 
population. Although ample quantities of nutrients may 
be available from food on a national per capita basis, 
food is not necessarily consumed by individuals accord- 
ing to nutritional needs. Some may consume too little, 
others more than enough. Because of this, the usefulness 
of these data for purposes other than presenting trends is 
limited. 


TRENDS IN FOOD ENERGY AND ENERGY 
YIELDING NUTRIENTS 


Trends in food energy and the energy yielding nutrients, 
protein, fat and carbohydrates from 1949 to 1971 are 
shown in Figure 1. Calorie intake from 1949 to 1971 
(Table 1) has remained relatively steady with a range 
between the highest and lowest points during this period 
of about 207 calories per person per day. Between 1949 
and 1969 the range in calories per person per day was 
only 130. The highest level was in 1971 with consump- 
tion at about 3,174 calories and the lowest in 1953 
when calories totalled about 2,967. Most of the increase 
in food energy occurred in the last three years studied. 
Increases since 1968 have been chiefly due to greater 
consumption of oils and fats, meat, poultry and a large 
increase during 1970 and 1971 of pulse and nut 
commodities, The greater consumption of calories from 
oils and fats has been a result of the increased 
consumption of vegetable oils. Calories from meat have 
increased because of large increases in the consumption 
of beef and pork. 


Although the contribution of cereals to calorie intake 
has declined since 1949 from 25 percent to about 21 
percent (Table 2), they still contribute the largest 
proportion of calories in the total food basket. Within 
cereals, wheat flour is the largest contributing factor 
with about 85 percent of the calorie output from cereals 
in 1971. The commodity groupings, sugars and fats, 


4Nutrition Division, Department of National Health and 
Welfare, “Canadian Food and Nutrition Statistics 1935 to 
1965”, Canadian Nutrition Notes, Vol. 25, No. 10, 1969. 
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presently contribute 17 percent of the total calories each 
and meat contributes 15 percent. Beef and pork alone 
contribute about 92 percent of all calories from meat. 


The proportion of calories provided by protein has 
remained almost constant since 1949 at 11 percent. This 
has occurred despite an increase in the amount of 
protein available, from 82.9 grams per capita per day in 
1949 to 89.2 grams in 1971. However, a noticeable shift 
has occurred in protein sources. 


In 1949 animal products provided 62 percent of the 
protein in the diet which increased to 66 percent in 
1971. Protein from plant products during the same time 
period has dropped despite increases in the last two 
years studied of pulse and nut commodities, This trend 
may change in the near future with the increasing 
popularity of mixed animal and vegetable protein 
products such as soya flour and hamburger. 


At present, red meat alone contributes about 25 percent 
of all protein in the diet. Within the red meat category, 
beef consumption accounts for about 60 percent of the 
protein contribution. In 1949 cereal and dairy products 
provided the largest amounts of protein, contributing 
about 27 percent each. 


Of the energy yielding nutrients, fat has shown the 
largest increase, from about 126 grams per capita per 
day to 143 grams, an increase of 14 percent. In 1949, fat 
comprised about 38 percent of the calories consumed. 
Fat presently makes up about 41 percent of the calories. 
It is not likely though that all of the fat in the food 
supply is eaten. No estimate is available, for example, on 
how much fat is trimmed from meats or discarded after 
cooking. The large increase of fat in the food basket is 
due mainly to the increased use of oils and fats,> meat 
and poultry. Increased oil and fat consumption has been 
a result of the greater use of margarine, shortening, salad 
and cooking oils. 


The contribution of vegetable fats to total oil and fat 
consumption has increased from about 37 percent in 
1949 to 58 percent in 1971. The contribution of butter 
and lard during the same time period dropped from 63 
percent to 42 percent. Meat and poultry provided about 
39 grams of fat per capita per day in 1949 and about 53 
grams in 1971. 


The amount of carbohydrate available has shown little 
change since 1949, but a downward trend is evident. The 
percentage of calories contributed by carbohydrates has 


5 Margarine, lard, shortening, butter, other oils and fats, 
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TABLE 1. ESTIMATED SUPPLIES OF ENERGY AND NUTRIENTS IN FOODS AVAILABLE FOR CONSUMP- 
TION BY CANADIANS PER PERSON PER DAY, 1949-1971 


Carbo- 
Energy Protein Fats Hydrates Ca 
Calories Gm Gm Gm Mg 
1949 3007.2 82.9 126.0 392.1 989.9 
1950 3063.2 83.8 126.0 405.1 1007.5 
1951 2989.6 83.2 124.1 393.9 1005.5 
1952 3010.9 84.2 125.2 391.8 1006.2 
1953 2966.5 85.2 124.0 386.4 1025.5 
1954 2976.2 84.6 124.4 384.9 1025.2 
1955 3004.9 86.4 125.6 387.1 1045.1 
1956 3051.7 87.8 127.5 394.8 1048.8 
1957 2968.8 86.6 125.1 380. 1 1054.5 
1958 3022.3 86.4 125.5 392.5 1044.7 
1959 3027.7 85.6 124.8 387.6 1035.1 
1960 2999.3 85.6 UATE: 384.5 1022.2 
1961 2979.7 85.0 124.8 385.5 1019.1 
1962 2983.3 83.8 127.2 383.4 983.6 
1963 3001.9 85.6 128.0 383.8 988.2 
1964 2986.3 84.9 129.3 6/6) 976.2 
1965 3076.7 88.2 127.6 400.2 974.3 
1966 3097.1 87.1 SHU 7/ 400.4 995.3 
1967 3081.1 87.2 134.2 389.0 964.0 
1968 3096.5 86.8 1)63)83 390.9 970.4 
1969 3139.1 88.4 137.8 393.1 996.6 
1970 3141.3 88.4 140.1 390.3 947.2 
1971 3173.7 89.2 143.2 391.1 934.0 


Ribo- 

P Iron VitA Thiamine flavin Niacin Vit.C 
Mg Mg 1.U, Mg Mg Mg Mg 
1379.4 11.6 6899.7 1.1 2.0 16.8 100.9 
1402.2 UA ?/ 7254.6 hee 2.0 16.6 105.6 
1388.9 11.6 7156.9 1.2 1.9 16.3 105.0 
1396.4 11.9 7174.7 eZ 2.0 16.9 110.3 
1420.0 12.0 7149.8 2 2.0 Ue 112.5 
1420.3 11.9 7250.0 1.1 2.0 7/73 110.6 
1440.7 15.9 7362.6 1.8 2.4 Z2e2 114.2 
1458.6 16.3 7374.1 1.8 2.4 22.9 112.6 
1454.5 16.1 7348.5 1.8 2.4 21.4 113.6 
1450.7 15.7 6856.2 1.8 24.83 227 99.1 
1437.4 15.5 6700.9 1.8 2.3 22.6 103.4 
1431.7 15.6 6985.7 1.8 Pas} 22.6 105.4 
1422.6 15.5 6820.6 1.8 PAG) 225 102.2 
1396.8 15.3 6862.8 1.8 Zee 23.0 100.9 
1412.3 15.5 6347.0 1.8 2.3 203 95.6 
1480.5 15:3 641150 Wet 22 22.6 91.9 
1422.2 16.1 6504.3 1.8 2.4 23.8 97.1 
1435.3 16.1 6683.3 1.8 Zee. PEAS} 101.7 
1423.9 16.0 6711.5 1.8 Den 24.0 101.7 
1435.1 16.1 6277.9 1.8 ZZ 24.1 98.8 
1444.7 16.0 6410.0 1.8 22. 24.0 95.8 
1424.6 16.4 6637.6 1.8 D2 24.2 97.2 
1437.0 16.5 6821.4 1.9 22 24.4 98.0 


SOURCE: Based on Statistics Canada Data 


dropped during the time period studied from 52 to 49 
percent. The downward trend for carbohydrates in the 
food supply reflects primarily a decrease in the use of 
grain products. In 1949 grains provided 159 grams of 
carbohydrate per capita per day which decreased to 138 
grams in 1971. Since 1949, grains and sugars together 
have provided over 70 percent of the total carbohydrate 
consumption. However, shifts in the consumption of 
these foods over the 23 years studied have affected the 
type of carbohydrate in the food basket. In 1949, 41 
percent of the carbohydrate was starch and about 35 
percent was sugar. By 1971, both forms of carbo- 
hydrates were contributing about 35 percent each, to 
the total amount. 


MINERAL TRENDS 


Decreased consumption of dairy products has resulted in 
a downward trend for the nutrient, calcium. The 
increased consumption of low fat fluid milk and cheese 
did not make up the decrease in consumption of fluid 
whole milk. In 1949 fluid milk provided about 75 
percent of the total calcium contributed by dairy 
products. By 1971 this figure had dropped to about 60 
percent. Cheese, other than cheddar or processed, 
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showed the greatest increase in contribution to calcium, 
increasing to 25.8 milligrams in 1971 from 3.3 milli- 
grams in 1949, Although the percentage contribution of 
dairy products to calcium intake is declining they still 
provide about 75 percent of all calcium available for 
consumption. 


Dairy products also make the largest contribution to 
phosphorus intake, contributing about 39 percent in 
1971. Although phosphorus provided by dairy products 
has been declining, the trend for phosphorus is upward. 
This is a result of increased consumption of pulse and 
nut commodities, meat and poultry. 


The level of iron in the food basket is at present the 
highest it has been since 1949. The enrichment of cereals 
and increased consumption of meat have caused this. In 
1949, before the enrichment of cereals, meat proved to 
be the best source of iron, contributing about 26 
percent. By 1971 the contribution of meat to iron 
consumption had dropped to about 22 percent and the 
contribution of cereals was about 32 percent. Within 
these groups, wheat flour provides about 85 percent of 
the iron contributed by cereals, and beef provides about 
54 percent of the iron contributed by meat. 
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TABLE 2. PERCENTAGE CONTRIBUTION OF FOOD GROUPS TO TOTAL CALORIES AND NUTRIENTS 
AVAILABLE FOR CONSUMPTION BY CANADIANS PER PERSON PER DAY, 1949 AND 1971. 


CALORIES 


PROTEIN FAT CARBOHYDRATE CALCIUM PHOSPHORUS 
1949 1971 1949 1971 1949 1971 1949 1971 1949 1971 1949 1971 
Cereals 25.4 20.8 26.8 PR \ 2.1 Us 40.6 35.4 4.2 3.9 15.2 ee 
Sugars & Syrups 17.5 17.1 a a _ - 34.7 35.9 1.6 1.6 a a 
Pulses & Nuts 1.8 2.9 BIS 5.4 PLS} 3.6 1.5 2.4 1.4 2.4 4.0 6.6 
Fruit 2.8 4.1 1.9 1.9 a a Zs 8.5 Sh. 315 3.1 Che 
Vegetables 4.9 5.3 5.8 5.8 a a 8.5 9.5 4.6 5.0 8.5 9.2 
Oils & Fats 16.8 17.0 a a 45.1 42.4 a a a a a a 
Meat 126) (eZ PMT) 25.4 26.3 29.6 a a 1.1 1.4 Zs 14.6 
Poultry 1.0 PALS} 2.8 7.4 1.8 4,2 a a a a 1.5 3.7 
Eggs 1.7 1.8 4.9 OZ 2.9 2S) a a lad 72| 4.7 bal 
Fish 9 6 4.6 Sul _ — a a led 1.3 3.1 Phe 
Dairy Products CE7/ 11.7 P27) 24.3 eT, 14.2 7.6 6.7 Visit POS 44.3 39.4 
Beverages 8 ah; - — - - 1.6 1.6 67/ 2.2 25 3.0 
IRON VITAMIN A THIAMINE RIBOFLAVIN NIACIN VITAMIN C 
Cereals 20.7 31.5 a a 16.4 40.0 6.0 20.0 13.7 25.0 — _ 
Sugars & Syrups eT 4.7 _ — a a a a a a a a 
Pulses & Nuts 6.6 7.8 a a 6.4 5.3 2.0 2s 3.9 6.1 a a 
Fruit 8.6 7.9 10.7 12.4 8.2 6.9 3.0 3.6 4.2 3.8 39.1 43.1 
Vegetables SES eS 39.0 41.6 20.0 13.3 6.5 5.9 17.3 12.7 53.4 50.7 
Oils & Fats _ — eS 15.0 — — — — _ _ 1.0 a 
Meat 25.9 224 13.9 11.9 30.0 21.0 15.0 15.4 29.8 24.2 — _ 
Poultry a 1.4 — - 1.0 leit 1.0 1.8 4.9 8.5 _ — 
Eggs 6.4 5.0 Is) 15) 6.2 2.7 zat 5.0 5.0 a a = — 
Fish 2.0 1.1 a a 1.3 a 1.5 a 4.8 2.6 a a 
Dairy Products 2.8 2.5 ez (22 78} 8.9 55.0 40.9 Zan 1.6 6.2 bel 
Beverages 4.9 4.2 _ — — — 3.0 23 19.0 15.7 — _ 


SOURCE: Based on Statistics Canada Data. 


9 ess than one percent. 


VITAMIN TRENDS 


The trend for Vitamin A since 1949 has been slightly 
downward. This has been a result of the decreased 
consumption of offal®, butter and fluid whole milk. 
Offal accounts for about 98 percent of all Vitamin A 
contributed by meats. The consumption of offal has 
declined almost consistently since 1949. Butter provided 
over 80 percent of the Vitamin A contributed by oils 
and fats in 1949, but now provides just over 60 percent. 
Because of the fortification of margarine with Vitamin 
A, the decrease in Vitamin A provided by oils and fats 
has not been drastic. Margarine, while providing about 
19 percent of the Vitamin A contributed by oils and fats 
in 1949, now provides about 37 percent. Fruits and 
vegetables together provide about 54 percent of the 
Vitamin A in the food basket. A large increase in 
Vitamin A provided by vegetables has been the result of 
increased fresh carrot consumption. 


Thiamine and niacin have increased as a result of 
increased meat consumption and the enrichment of 


© Refers to tail, kidneys, heart, tongue, liver, etc. 
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cereal products. In 1949 meat products provided more 
thiamine and niacin than cereal products. Since that 
time, enrichment has made cereals the greatest contri- 
butor. In 1971, cereals provided 40 percent of the 
thiamine in the food basket and meat provided 21 
percent. At the same time cereals provided 25 percent of 
the niacin in the food basket and meat provided about 
24 percent. Pork alone provides over 70 percent of all 
the thiamine contributed by meats. In 1971, beef 
provided about 56 percent of the niacin provided by 
meats with pork contributing about 25 percent. The 
amount of niacin provided by poultry has increased 
considerably since 1949. At that time poultry provided 
.84 milligrams of niacin per capita per day. By 1971 
poultry was contributing 2.1 milligrams of niacin per 
capita per day, an increase of about 150 percent. 


Riboflavin has increased during the time period studied, 
but not to as great a degree as thiamine or niacin. The 
largest contributing food group to riboflavin is the dairy 
product group which has decreased its contribution since 
1949 from about 55 percent to 41 percent. Some of this 
loss was made up by the enrichment of cereal products. 
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Their contribution to riboflavin intake in 1971 was 
about 20 percent. Even though the consumption of 
meats has risen since 1949, their contribution to 
riboflavin intake has remained about the same. Within 
the meat group, offal provided about 43 percent of the 
riboflavin in 1949 and beef provided almost 27 percent. 
The consumption of offal has declined while the 
consumption of beef has risen so that now offal provides 
about 32 percent of the riboflavin and beef about 38 
percent. The decreased consumption of offal has tended 
to keep the contribution of meats to riboflavin intake at 
about the same level. 


Since 1949, fruits and vegetables have provided over 90 
percent of the Vitamin C in the food basket. Potatoes 
supplied the largest share, providing about 66 percent of 
all Vitamin C contributed by vegetables in 1971 and 
about 33 percent of all Vitamin C in the food basket. In 
1971, fresh citrus fruits contributed about 25 percent of 
the Vitamin C provided by fruits and about 11 percent 
of all Vitamin C in the food basket. The contribution of 
vegetables to Vitamin C intake has dropped since 1949 
from about 53 percent to 51 percent. The contribution 
of fruit to Vitamin C intake increased during the time 
period studied from 39 percent to about 43 percent. The 
amount of Vitamin C contributed by canned fruits and 
vegetables since 1949 has been increasing while that 
provided by fresh fruits and vegetables has been decrea- 
sing. 


SUMMARY AND CONCLUSIONS 


Various nutrient consumption changes occur during the 
years as a result of changes in food supplies, prices, 
incomes and consumer preferences, 


Cereals presently contribute about 21 percent of the 
energy, 21 percent of the protein, 32 percent of the 
iron, 40 percent of the thiamine, 20 percent of the 
riboflavin and about 25 percent of the niacin in the diet. 
Over the period studied, however, cereal consumption 
decreased. As cereals are primarily an energy producing 
food, one of the reasons for the decrease may have been 
the desire of consumers to reduce calorie intake, Also, 
consumption of many cereal products may have been 
associated with low incomes and restricted budgeting. 
The caloric value of the Canadian food basket, however, 
has remained fairly constant over the same period. The 
loss from cereals has been compensated by increases in 
meat, poultry and fats. Modern attempts at improving 
the presentation of cereals have done much to remove 
the low budget image but they have not curbed the 
decrease in cereal consumption. 
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The chief nutrient contributions of fruits and vegetables 
in the average Canadian diet are Vitamins A and C. They 
provide 54 percent of the Vitamin A and about 94 
percent of the Vitamin C. In addition, they provide 
about 20 percent of the thiamine, 19 percent of the 
iron, 16 percent of the niacin, but only 9 percent of the 
calories. These figures must be interpreted with caution 
as they are based on foods available and purchased at the 
retail level, No account is taken of what happens to 
them at home. Handling, storage, processing, home 
preparation and cooking each have an effect on the 
nutrient composition. Vitamin C is readily destroyed by 
heat, light, air and metals; riboflavin and thiamine are 
easily destroyed, but niacin is more stable’. A fair 
amount of these nutrients are discarded in the cooking 
water. Vitamin A is more stable than the water soluble 
nutrients. Minerals are not destroyed by heating, but are 
also water soluble. Many of the fruits though provide a 
year round source of Vitamin C and require no cooking. 


The meat and fish group®, provide about 41 percent of 
the protein available in the Canadian food basket. In 
addition to protein, this group contributes 36 percent of 
the niacin, 30 percent of the iron, 22 percent of the 
riboflavin and 18 percent of the Vitamin A in our diet. 
Within the group, beef provides about 40 percent of the 
iron and about 38 percent of the niacin, pork provides 
about 61 percent of the thiamine and offal provides 
about 63 percent of the Vitamin A. 


The fact that poultry and fish do not appear to 
contribute much in the way of nutrients is not a 
reflection of their nutritive value but rather of the small 
amount eaten. The trend for poultry and egg consump- 
tion is up though, and the contribution of this group to 
niacin and iron intake is significant. 


In the Canadian food basket, dairy products provide 
about 24 percent of the protein, 75 percent of the 
calcium, 39 percent of the phosphorus, 41 percent of 
the riboflavin and lesser amounts of other nutrients. 
Milk alone contributes 14 percent of the protein, 45 
percent of the calcium, 23 percent of the phosphorus 
and 28 percent of the riboflavin in the diet. Despite its 
important contributions to nutrient intake the consump- 
tion of milk has been declining. Increases in the 
consumption of cheese and low fat milk have not at 
present made up for decreases in the nutrients supplied 
by milk. 


Nutrition Division Department of National Health and Welfare, 
“Fruits and Vegetables’, Canadian Nutrition Notes, Vol. 26, 
No. 6,'1970. 


8 Includes red meat, poultry, eggs and fish, 
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Nutrient Trends and Nutrient Requirements 


The quantities of energy, minerals and vitamins required 
for good health depend on the characteristics of an 
individual such as age, sex, and the amount of physical 
activity in which that person engages. Although tables 
are readily available which indicate recommended levels 
of nutrient intake for persons of specific characteristics, 
estimation of an average per capita per day nutrient 
requirement for Canadians was not attempted in this 
study. Rough estimates by the United Nations Food and 
Agriculture Organization indicate that more than enough 
nutrients are available from the food supply in Canada 
and other developed western Nations to meet nutritional 
requirements. The Nutrition Division of Health and 
Welfare Canada agrees with this estimate? . 


Although the amount of food available is more than 
adequate to provide sufficient nutrients for all Cana- 


? Nutrition Division, Department of National Health and Welfare, 
“Nutrient Intakes Recommended for Canadians”, Canadian 
Nutrition Notes, Vol. 20, No. 3, 1964, Revised 1968. 


CANADIAN FARM ECONOMICS Vol. 8 No. 6 


dians, results of the recent survey by Nutrition Canada 
clearly indicate that many Canadians are not consuming 
a nutritionally adequate diet. Deficiencies were observed 
among all sectors of the population including those with 
high incomes, 


The question of whether deficiencies observed in the 
survey in nutrients such as calcium and riboflavin are 
associated with the decreasing trend in consumption of 
fluid milk, the largest contributor to both of these 
nutrients, or are associated with some other factors 
warrants further study. 


Whether Canadians are eating better or worse now than 
they were twenty years ago is difficult to say because of 
the general nature of the data on trends. Such a 
conclusion would require more detailed data on indi- 
vidual consumption. In addition to the purposes out- 
lined above, analysis of broad trends in food and 
nutrient consumption of the type reported in this study 
provide a useful background for the detailed analyses of 
nutritional levels, such as the study being done by 
Nutrition Canada. 
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POLICY AND PROGRAM DEVELOPMENTS 


AGRICULTURAL PRODUCTS CO- 
OPERATIVE MARKETING ACT 


(Final Payments to Ontario Bean Producers) 


Under the recommendation of the Minister of Agri- 
culture, final payments by the Ontario Bean Producers’ 
Marketing Board to primary producers of pea beans and 
yellow-eye beans has been approved. (13 November 
1973) 


CROP INSURANCE ACT 
(Amendment for British Columbia) 


The Agreement for the operation of a crop insurance 
program in the Province of British Columbia has been 
amended to include an additional hail benefit for tree 
fruits. (13 November 1973) 


(Amendment for Prince Edward Island) 


The Agreement with Prince Edward Island for Crop 
Insurance has been amended to provide insurance 
coverage for tobacco for the 1971-72 crop year; for the 
1972-73 crop year, the Agreement has been amended to 
provide insurance coverage for peas, broccoli, cauli- 
flower, brussels sprouts and strawberry plants, and to 
include changes in benefits, coverage and premium rates 
for spring grains and potatoes. (6 November 1973) 


1973 FARM TAX REDUCTION PROGRAM IN 
ONTARIO 


The Program is aimed at relieving the municipal tax 
burden on lands used actively for farming purposes and 
farms that will remain in agricultural production in the 
future. It is not intended to provide relief for lands being 
held for speculative or development purposes or for 
properties being kept out of production for other 
reasons. The most significant change in the 1973 
program is the increase in the rate of Farm Tax Rebate 
from 25 percent to 50 percent. 


Application forms will be mailed to all owners of 
property in Ontario assessed as ‘“‘Farm’’, without regard 
to the size of the property. To qualify for the Farm Tax 
Rebate, the applicant will be required to complete and 
return this application form describing the main farming 
enterprise, certifying that at least 50 percent of *"> 1973 
Municipal Taxes have been paid, and demonstrating that 
the current farm operations will generate at least $2,000 
in annual income. 
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NEW BRUNSWICK AND PRINCE EDWARD 
ISLAND MILK PRICE AGREEMENT 


An agreement has been reached with the New Brunswick 
and Prince Edward Island governments to contain and 
roll back fluid milk prices to the consumer. 


The price of fluid milk in New Brunswick has been 
reduced by three cents a quart, effective December 1. In 
Prince Edward Island the price has been reduced by five 
cents a quart, effective December 10, 1973. 


AGRICULTURAL PRODUCTS MARKETING 
ACT 


(Amendment to Milk Marketing Levies Order for 
Alberta, Ontario, Prince Edward Island and 
Quebec) 


“Every producer who sells or delivers milk to a plant 
shall pay to the Board, in addition to the contribution 
that he pays pursuant to the Plan, levies at the rate of 10 
cents for each 100 pounds of milk or $0,0285 for each 
pound of butterfat sold or delivered by him to a plant 
that is not in excess of the quota fixed and allotted to 
him. 


Every producer who sells or delivers milk to a plant shall 
pay to the Board, in addition to the contribution that he 
pays pursuant to the Plan, levies at the rate of $2.06 for 
each 100 pounds of milk or $0.5886 for each pound of 
butterfat sold or delivered by him to a plant that is in ~ 
excess of the quota fixed and allotted to him. 


Every producer who sells or delivers cream to a plant 
shall pay to the Board, in addition to the contribution 
that he pays pursuant to the Plan, levies at the rate of 38 
cents for each pound of butterfat sold or delivered by 
him to a plant that is in excess of the quota fixed and 
allotted to him.” 


CANADIAN WHEAT BOARD ACT 


(Canadian Wheat Board Regulations, Amend- 
ment) 


The Canadian Wheat Board Regulations are amended by 
adding thereto, immediately after section 15 the follow- 


ing section: 


Teor | (1) Permission is hereby granted to any person 
who is not a public carrier and who resides or carries on 
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business within any of the Provinces of Manitoba, 
Saskatchewan and Alberta to transport or cause to be 
transported, before August 1, 1974. 


(a) wheat, oats or barley that is not described by a grade 
name or by reference to a sample taken pursuant to the 
Canada Grain Act, or 


(b) wheat products, oat products or barley products, 
inter-provincially within the area comprised by those 
Provinces. 


(2) Permission is hereby granted to any person who 
resides or carries on business within any of the Provinces 
of Manitoba, Saskatchewan and Alberta to sell, agree to 
sell, buy or agree to buy, before August 1, 1974, wheat, 
oats or barley or wheat products, oat products or barley 
products situated in any of those Provinces for delivery 
in any of those Provinces.” 


FINANCIAL ADMINISTRATION ACT 


(Citrus Fruit Juice Concentrates Remission 
Order) 


Remission is “granted of all customs duties paid under 
the Customs Tariff on citrus fruit juice concentrates, 
pulp, aromas and essential oils or essences that were 
imported into Canada for use in the production of 
packaged citrus fruit juices and that 


(a) on February 19, 1973 were held in inventory; or 


(b) were processed and on February 19, 1973 were held 
in a processed form in inventory by the processors.” 


(21 August 1973) 


LIVESTOCK FEED ASSISTANCE ACT 


(Feed Grain (B.C.) Transportation Assistance 
Regulations, 1973) 
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The Canadian Livestock Feed Board may, in addition to 
payments authorized by the Feed Grain Transportation 
and Storage Assistance Regulations, make payments to 
or for the benefit of livestock feeders in British 
Columbia in amounts equal to the difference between 


(a) the actual transportation costs of feed grain trans- 
ported during the period commencing September 16, 
1973 and terminating December 31, 1973 to livestock 
feeders in British Columbia; and 


(b) the transportation costs that would have been 
incurred if that feed grain had been transported under 
the least expensive transportation route normally avai- 
lable. 


Every payment shall be made under the following 
conditions: 


(a) the person who receives the payment shall 


(i) keep books of account, records, bills of lading and 
sales invoices respecting the purchase and sale of feed 
grain, 


(ii) retain all such books of account, records, bills of 
lading and sales invoices for six years, 


(iii) make all such books of account, records, bills of 
lading and sales invoices available for inspection and 
audit by an authorized representative of the Canadian 
Livestock Feed Board during normal business hours; and 


(b) the feed grain has been or will be fed to livestock in 
the area of the destination in respect of which the 
payment is made. 


(16 October 1973) 
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PUBLICATIONS 


ECONOMICS BRANCH PUBLICATIONS 


Available from the Economics Communication Unit, 
Agriculture Canada, Ottawa, K1A 0C5 


A Working Paper on Beef Cattle Production in Quebec - 
General Comments. A federal employment stimulation 
project. December 1973. Tables. 7p. Publ. No. 73/19. 
Free. 


Structural and Technological Change in the Dairy 
Industry. R.K. Sahi. June 1973. 130p. Tables, charts. 
Publ. No. 73/21. Free. 


AGRICULTURE CANADA PUBLICATIONS 


Available from the Information Division, Agriculture 
Canada, Ottawa, K1A 0C5 


Federal Farm Credit and Related Statistics, 1973. Farm 
Credit Corporation. Charts, tables. 68p. 


The Metric System for Farmers. Ottawa, 1973. Illus., 
tables. Cat. No. A15-1496. Free. 


Other Agriculture Canada publications are listed in 
Publications, prepared by the Information Division, 
Agriculture Canada, Ottawa. 


STATISTICS CANADA PUBLICATIONS 


Available from the Publications Distribution Unit, 
Statistics Canada, Ottawa, KIA 0T7 


Census of Canada, 4.1.1. Agriculture: Canada. 1971. 
Bulletin. Bilingual. Prepared in the Census Division. 
Ottawa, 1973. Various paging. Tables, map. Cat. No. 
CS96-701. $2 per copy. 


Stocks of Fruit and Vegetables. Vol. 37, No. 10, 
October 1, 1972. Bilingual. Cat. No. CS32-010. 30¢ per 
copy, $3 per year. 


Retail Prices and Living Costs: Canadian Inter-city Retail 
Price Comparisons as of August, 1973. Vol. 2, No. 13, 
November 1973. Bilingual. Cat. No. CS62-005. $2 per 
year. 


Farm Wages In Canada. August, 1973. Bilingual. Cat. 
No. CS21-002. 25¢ per copy, 75¢ per year. 
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Quarterly Bulletin of Agricultural Statistics. Vol. 66, No. 
2. April-June 1973. Bilingual. Cat. No. CS21-003. $1 per 
copy, $4 per year. 


Farm Cash Receipts. Vol. 34, No. 8, August 1973. 
Bilingual. Cat. No. CS21-001. 20¢ per copy, $2 per year. 


Farm Implement and Equipment Sales. Vol. 15, No. 8. 
January 1 to August 31, 1973. Bilingual. Cat. No. 
CS63-009. 10¢ per copy, $1 per year. 


Selected Dairy By-products. Production and inventory 
of process cheeses. Vol. 2, No. 30, August 1973. 
Bilingual. Cat. No. CS32-024. $1 per year. 


Fluid Milk Sales. Vol. 27, No. 8, August 1973. Bilingual. 
Cat. No. CS13-002. Free. 


Stocks of Dairy and Frozen Poultry Products. Vol. 56, 
No. 10, October, 1973. Bilingual. Cat. No. CS32-009. 
20¢ per copy, $2 per year. 


Shipments of Prepared Stocks and Poultry Feeds. Vol. 
27, No. 8, August, 1973. Bilingual. Cat. No. CS32-004. 
20¢ per copy, $2 per year. 


Poultry Processors, 1971. Canada, 1973. 8p. Tables. 
Bilingual (Annual Census of Manufactures). Prepared in 
the Manufacturing and Primary Industries Division. Cat. 
No. C$32-227/1971. 50¢ per copy. 


Selected Meat and Meat Preparations. Vol. 5, No. 7, July 
1973. Bilingual. Cat. No. CS32-020. 10¢ per copy, $1 
per year. 


Stocks of Frozen Meat Products. Vol. 56, No. 10, 
October, 1973. Bilingual. Cat. No. CS32-012. 30¢ per 
copy, $3 per year. 


OTHER PUBLICATIONS 


Ontario’s Co-operatives 1971-1972. A survey of Co- 
operative Business Organizations. Economics Branch, 
Ministry of Agriculture and Food, with the collaboration 
of The School of Agricultural Economics and Extension 
Education, University of Guelph Ontario and The Econ- 
omics Branch, Agriculture Canada, Ottawa. 66p. Map, 
tables, graphs and flow chart. 


Wage and Price Controls in Britain. David C. Smith. 
August 1973. 30p. Available from Food Prices Review 
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Board, P.O. Box 1540, Station B, Ottawa, Ontario, K1A 
Sloe 


The Economics of Peach Production; Production Costs, 
Returns, and Management Practices in the Niagara 
Peninsula, 1972. E.D. McKibbon. Toronto, Economics 
Branch, Ontario Ministry of Agriculture and Food, 
1973. 20p. Illus. 


The Economics of Tart Cherry Production; Production 
Costs, Returns, and Management Practices in the Niagara 
Peninsula, 1972. E.D. McKibbon. Toronto, Economics 
Branch, Ontario Ministry of Agriculture and Food, 
1973. 18p. Illus. 


Industrial Assistance Programs in Canada: Inter- 
pretation, Law and Regulations. Prepared by CCH in 
cooperation with Peter E. McQuillan and Paul G. 
Donaldson, 2d ed. Don Mills, Ontario, 1972, 256p. Ilus. 


An Aggregate Econometric Model of Canadian Agri- 
culture. S.N. Kulshreshtha and V. Holub. Department of 
Agricultural Economics, University of Saskatchewan, 
Saskatoon. October 1973. 101p. Flow charts, graphs and 
tables. Technical Bulletin BL:73-10. 


An Economic Analysis of Farm Truck Ownership, 
Utilization, and Cost of Hauling Grain in Saskatchewan. 
S.N. Kulshreshtha. Department of Agricultural Eco- 
nomics, University of Saskatchewan, Saskatoon. August 
1973. 271p. Tables, graphs. RR: 73-09, 
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The Banks’ Role in Farm Financing. The Canadian 
Bankers’ Association. Vol. 16, No. 3, October 1973. 
Available from the Public Relations Department, the 
Canadian Bankers’ Association, P.O. Box 282, Toronto 
Dominion Centre, Toronto M5K 1K2. 


Review of the Agricultural Situation in Europe at the 
End of 1972, Volume II, Dairy Products and Eggs. 
Economic Commission for Europe. Annual Agricultural 
Market Review No. 15. United Nations. New York, 
1973, 299p. Tables. ECE/AGR1/3. 


Recent Developments of Agricultural Trade in Europe. 
Agricultural Trade Review No. 10. Economic Com- 
mission for Europe. United Nations, New York, 1973. 
37p. Tables. 


Monthly Bulletin of Agricultural Economics and Statis- 
tics. Vol. 22, No. 7/8, July/August 1973. Food and 
Agriculture Organization of the United Nations, Rome. 


Farm Improvement Loans Act. Annual report, 1972. 
Ottawa 1973. 16p. Tables. Bilingual. Published by 
Environment Canada, Finance. Cat. No. F1-4/1972. 
Free. 


Crop Insurance Act. An Act to amend. As passed, 
September 12, 1973. 2p. Parliamentary Publication. 
House of Commons. Cat. No. XB291-219/3. 15¢ per 
copy. 
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IN REPLY 


The view of the reader is an essential part of effective 
publishing. | believe editors and authors must have the 
views from at least some readers in order to obtain 
reader reaction, and to provide more relevant articles in 
the most acceptable way. 


We are grateful to the readers who take the time and the 
bother to reply. 


This section of the publication is still evolving and we 
have been unable to present these letters in earlier issues. 
Thus, there is a relatively large batch of letters in this 
issue. Although these are not all of the replies we have 
received, they are representative of most of them. 


Dr. V.D. Trellio, a chemist from Candiac, Quebec, who 
plans to start farming, says the articles in the June ’72 
issue were very useful to him and adds that he would be 
interested in studies done on the use of sewerage sludge 
as a soil fertilizer. 


You have received my letter and reports from the 
Department of the Environment and your suggestions 
have been forwarded to certain economists. - Managing 
Editor. 


Professors C.M. Williams of the University of Saskat- 
chewan, and Ray Billingsley of Texas University, write 
that the publication is of use to them. Dr. Williams says 
the information on Farm-Food Marketing Costs in the 
August °73 issue is most useful in presenting under- 
graduate and farm lectures and the information on 
policy development is very helpful. 


Thanks to both of you. As a senior agricultural 
researcher - extension worker and Fellow of the Agri- 
cultural Institute of Canada, we are indeed pleased Dr. 
Williams, to learn that you are making use of this 
publication on a regular basis. - Managing Editor. 


Tom Brown, the District Agriculturalist from Stony 
Plain, Alberta, says the information in the Farm-Food 
Marketing Costs article was useful for agriculture week 
in creating awareness among consumers. He says he 
would like to see an article on producers’ use of 
marketing reports in deciding when to sell, where to buy 
and sell, and what weights to shoot for, for feeder cattle. 


Your suggestions will be brought to the attention of 
economists dealing with the subject. - Managing Editor. 


Bill Wilson, a Farmer-Agrologist from Carlyle, Saskat- 
chewan, writes to congratulate Mr. Weins and Mr. Lodge 


pps 


for their practical research on some Economic Aspects 
of Delayed Grazing on Native Pastures in the June ’73 
issue. “The information indicates that it would definite- 
ly pay to provide an alternative source of feed for a 
period in the spring.” Mr. Wilson says that this type of 
information is very useful to livestock producers. 


Pierre Sauriol, an Agronomist from St-Remi, Napierville, 
Quebec, who is employed in the market-gardening 
industry, suggests an article on economic data of the 
market-gardening industry. 


We will keep this in mind. - Managing Editor. 


L.G. Reeds, Geography professor, MacMaster University, 
Hamilton, says the work on the article on the Structure 
of the Canadian Manufacturing Milk and Cream Pro- 
duction Industry in the April 1973 issue was well 
documented. However, he says “I would like to have 
seen actual correlation between age and herd size and 
education and income in addition to the conclusions 
presented in the article.” 


Your suggestions have been noted and forwarded to the 
appropriate authors. - Managing Editor. 


Reinhold Lehr, farmer and rancher, Medicine Hat, 
Alberta, writes “I find the articles and charts very 
helpful in planning my operation.” 


Otto Fielman, farmer, Rosenfeld, Manitoba, says 
“articles that describe activities or give statistics not 
normally found in farm publications are most useful.” 


Ray D. Bollman, research economist/statistician, 
Statistics Canada, Ottawa, states “I noticed you men- 
tioned a research bulletin from a university department 
of agricultural economics. I think it would be extremely 
useful if you carried a bibliography of all research 
publications of all departments.” 


Good idea, however that is not a priority with us. - 
Managing Editor. 


John McClellan, Geographer, Brock University, St. 
Catharines, Ontario says he would like to see “‘more 
articles on rural adjustment and planning, articles re- 
lating to farm viability, alternative uses, and the eco 
nomics of land consolidation programs.” He says, “‘in its 
present form I find the publication a useful tool.” 


You have provided good suggestions. | will look into this 


with prospective authors in the Branch. - Managing 
Editor. 
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Lorne Rae, Investment Manager, Central Credit Union, 
Vancouver, British Columbia, writes “statistical tables 
are too complicated. They contain too much _in- 
formation and are too difficult to read. Charts should 
have larger print on the scale and are also difficult to 
interpret. Why not use ratio scales? ” 


This is true sometimes. Editors have a responsibility to 
assist authors in such matters. We have more work to do 
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in this respect. The editors are endeavoring to simplify, 
clarify, and compress complicated texts, charts, and 
tables. It should also be noted that a number of authors 
are turning out clear articles. - Managing Editor. 


Jacques Yves Rioux, sheep farmer, Trois-Pistoles, says he 
found the article on sheep in the October, 1972 issue 
very useful. “This article well represents the stagnant 
state of this product in Canada and promotes the quality 
of lamb.” 
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IN REPLY TO AUTHORS AND EDITORS REGARDING DECEMBER 73 
CANADIAN FARM ECONOMICS 


I have read the following article(s): 


(1) Off-Farm Work by Operators of Canadian Census-Farms 
(2) The Role of the Federal Government in Export Market Development 
(3) The Nutritive Value of Food Consumption in Canada 


My comments are on article number 


This article was: not useful very useful. 

1 2 3 4 5 6 7 8 9 10 
Because (e.g., The most important economic and social factors were studied. The work was well documented and the 
conclusions were useful to me). 


Beefs Bouquets (Suggestions to authors, publications committee and editors) 

My comments may ( ) may not ( ) be used in a future issue of this publication if the editor wishes. 
INANE (Please: print os Sera cee ner eee ine wee scree OCOU pAtlONgtsen Seah s ) eee ee ee Oe re ae es 
TAB DYMO eys apie Rte sear army Be Or OL et ak Mire an ha 28 ON PR et aE Rte aA OR ema a era We ar RS GP asi ho 


Please place this sheet in an envelope and address it to: 


IN REPLY, 

Att: John McConnell, 

Economics Branch, 

C.D.A., Sir John Carling Building, 
OTTAWA, Ontario, KIA OCS 
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CANADA DEPARTMENT OF AGRICULTURE IF UNDELIVERED, RETURN TO SENDER 
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